










Bank borrowing: the worst squeeze” 
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Pickett’s principle for 
Marker's Kitchen: At 
Christmas, the package 
makes the gift. 
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AREFOOT, he tramped thousands of 
B miles, planting apple seeds wherever 
he went. Today he would be amazed at 
the orchards his followers have dotted 
across the land: Johnny Appleseed never 
saw fruit so fine. 

One secret of today’s wonder crop is the 
use of nitrogen-rich fertilizers. In the West, 
Shell Chemical supplies these plant food 
combinations keyed to the needs of or- 


Shell Chemical Corporation 


Chemical Partner of Industry and Agriculture 





Picks up where Johnny Appleseed lett otf 


chard soils. Bending beneath the weight 
of hundreds of extra pounds of choice fruit, 
orchard trees return the grower’s expense 
many times over. 

Next time you bite into a juicy, crack- 
ling apple, remember that 
modern Johnny Appleseeds can 
always count on their partner 
Shell Chemical —pioneer in am- 
monia fertilizers. 
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910 Latstusut 110 
Se a A ao ok ON OLDE MA aS oA SON OLS PMA MO OR BOND 
57 1958 1959 
1953-55 Yeor Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart) . 1333 145.0 142.1 155.1r 156.9" 
PRODUCTION 
Steel ingot OO: OF GON oc ccivecdstensaeasonnnessteedensesssnsses 2,032 2,011 2,233 2,732r 2,729 
PIE 6.4000 neon 000 ensue dee beamaehteadnseaeteeabey ees 125,553 137,882 64,233 55,337r 85,638 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $59,875 $60,296 $62,563 $60,030 
Electric power (millions of kilowatt-hours).............ccccceccccccecs 10,819 13,450 13,270 13,907 14,167 
Crude oil and condensate (daily av., thous. of bbl.)..............0.2 eee 6,536 7,097 6,876 7,027 7,123 
Bituminous coal (daily av., thous. of tons)............ ccc cece cece eececs 1,455 1,461 1,279 1,600r 1,508 
PREG. SU ccvcthengaseens cnehessdasa cond eee eel ebawedaduns 247,488 309,537 331,839 295,929 329,400 
TRADE 
Carloadings: mfrs., miscellaneous and I.c.I. (daily av., thous. of cars)........ 70 59 60 59 61 
Carloadings: all others (daily av., thous. of cars)...........e.ee cece eeeee 47 40 39 46 47 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 244 155 176 249 
Business failures (Dun & Bradstreet, number)..........cccecececececcens 198 267 285 261 248 
PRICES 
Industrial raw materials, daily index (BLS, 1947-49 = 100)............... 89.2 89.3 95.2 93.8 93.9 
Foodstuffs, daily index (BLS, 1947-49 = 100)............ cee eee eee e ees 90.5 81.6 73.8 72.8 71.7 
Pent erat (ope? GG NOGTOY, VG.). oo. s ceviccccccsccensceeesscensoeesss 19.8¢ 18.2¢ 21.8¢ 22.7¢ 23.0¢ 


Finished steel, index (BLS, 1947-49 
Scrap steel composite (iron Age, ton) 


Se eee ree Tee re eee 143.9 186.9 186.8 186.8 186.8 
pc Waletin we 0:0 oie eis tee oAipae HER Hvietntiee $36.10 .$39.83 $46.17 $42.50 $41.17 


Copper (electrolytic, delivered price, E & MJ, Ib.)........ cece cece ewww eens 32.394¢ 28.990¢  35.225¢  33.745¢  34.425¢ 
Aisatinem, peimory ple (U.S. dol., EENU, 1B.)..0 icc crccccccccsccccvecses 20.6¢ 24.7¢ 24.7¢ 24.7¢ 24.7¢ 
Aluminum, secondary alloy #380, 1% zine (U.S. del., E&MJ, Ib.).......... t 21.76¢ 23.76¢ 23.76¢ 23.76¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)..............4. $2.34 $1.98 $2.06 $2.06 $2.09 
Cotton, daily price (middling, 1 in., 14 designated markets, lb.)............ 34.57¢ 34.37¢ 31.59¢ 31.69¢ 31.79¢ 
BO NE I HD onc os ow ee Rawecbeeseteveanawenvesuhee<s egake $1.96 $1.62 $1.85 $1.88 $1.88 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10).........---.e0ee 31.64 53.45 56.72 58.97 58.96 
Medium grade corporate bond yield (Baa issues, Moody’s).........-.--+00s 3.59% 4.84% 5.28% 5.24% 5.27% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)......... 2-24 % 3% % 4% % 4% % 47%2% 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks.............-++-+eeee t 63,298 60,837 61,017 61,837 
Total loans and investments, reporting member banks...........----+++++ + 103,116 103,146 104,253 103,980 
Commercial, industrial, and agricultural loans, reporting member banks.... t 31,898 30,669 30,928 30,951 
U. S. gov't guaranteed obligations held, reporting member banks........... t 34,609 27,693 28,164 27,995 
Total federal reserve credit outstanding. .............eeceeeeeeeeeceees 26,424 27,847 28,651 28,867 29,153 
1953-55 Year Month Lotest 
MONTHLY FIGURES OF THE WEEK Average Ago Ago Month 
Mevslag starts (in thousands).......cccccccccccccccccccccces November.......... 101.5 109.4 105.1 92.3 
Personal income (seasonally adjusted, in billions)...........+++- November.......... $296.1 $367.5 $382.3 $384.8 
Farm income (seasonally adjusted, in billions)..........+-+++e0: November.......... $16.0 $18.0 $14.2 $14.4 
Wholesale prices (U.S. Dept. of Labor BLS, 1947-49 = 100)...... November.......... 110.4 119.2 119.1 118.9 
es ee Ce BORED, oc bec ncadddctvoncecausnweseeieeseet November.......... $158.1 $183.1 $230.2 $217.2 
Wholesalers’ inventories (seasonally adjusted, in billions)........... ee $10.6 $12.1 $12.5 $12.5 
Retailers’ inventories (seasonally adjusted, in billions)............. ER Sek 4 6.08 $21.4 $23.5 $24.8 $24.8 
Retail sales (seasonally adjusted, in billions)..........+eeeeeeeees Gs ces eccee $14.5 $16.9 $17.8 $18.3 
taperts (in millions)... ...ccccescodcccccccceccccsceccecccosces GaOGREE occ ccccce $902 $1,142 $1,392 $1,205 


* Preliminary, week ended December 12, 1959. 


r Revised, 
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Not available. 
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200,000-gallon trash cans 


B.F.Goodrich improvements in rubber brought extra savings 


Problem: There's no trash collector 
calling at a steel company’s back door 
for waste acid. While finding ways to 
dispose of it, great quantities must be 
stored. But the acid is still hot and 
dangerous, still so corrosive it would 
eat its way out of metal storage tanks. 


What was done: B.F.Goodrich engi- 
neers, who developed the science of 
rubber lining and have had more ex- 
perience in it than anyone else, were 
called in. They recommended that the 
tanks be protected with a lining of hard 





rubber sandwiched between soft rubber 
—a combination that stands the most 
corrosive acids. This B.F.Goodrich 
rubber lining, is permanently attached 
to the steel tanks, then protected from 
heat and rough treatment by a sheath- 
ing of brick. 

Savings: The huge storage tanks were 
built—50 feet in diameter, 16 feet deep 
—and B.F.Goodrich sent specially- 
trained craftsmen to line them. Each 
tank holds 200,000 gallons with perfect 
safety. They've been in use fet six 


years now; the linings are expected to 
last many more years. 
Why specify B.F.Goodrich: In the 
past 34 years, B.F.Goodrich has rubber 
lined thousands of tanks to handle acids 
and other corrosives. Some are still in 
use; others lasted 15 to 20 years. Not 
one ever failed to end costly shutdowns 
forrepairs. When you order tank linings 
the true cost is the price divided by che 
eats of satisfactory service. On that 
Boia your cost will be lowest when 
you specify B.F.Goodrich. B.F.Goodric/ 
Industrial Products Company, Dept: M-760, 
Akron 18, Ohio. 
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Century Electric 25 hp motor driving unit pumper 
in Harris County oil field, 


Why Century Electric motors help 
cut oil field operating costs 


Here’s why a Century Electric motor was se- 
lected to drive this Texas oil field unit pumper— 


DEPENDABLE POWER. All Century oil field 
motors have these long-life features: 
Rotor receives special balancing test before 
shipment . . . makes it smooth running and 
assures long bearing life. 
Windings are insulated with tough polyvinyl 
acetal insulation which has great mechanical 
and dielectric strength. 
Special stator insulation system includes 
several coats of high-temperature phenol- 
formaldehyde baking varnish . . . result gives 
protection against oil fumes, alkalis, dust and 
dirt. 
Cast iron or steel frames are designed to with- 
stand demands of the toughest installation. 


Dripproof enclosure protects motor against 
rain, snow, dust and dirt. Rodent screens for 
dripproof motors prevent service interrup- 
tions at isolated installations. Totally en- 
closed motors are also available. 


APPLICATION AID. Century Electric appli- 
cation engineers can help you get the right motor 
for your drilling, production pipe line or refining 
job from the 10,000 types Century makes. For 
instance, on the unit pumper shown above, one 
problem was to supply high starting effort. The 
Century Electric SCH motor with at least 200°7 
starting torque does the job. Result: dependable 
motor power and lower operating costs. For more 
information contact your nearest Century Elec- 
tric sales office or your supply store. For more 
than a motor... 


CENTURY ELECTRIC COMPANY 


St. Louis 3, Missouri Offices and Stock Points in Principal Cities 
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Pension Practice 


Dear Sir: 

. .. I cannot refrain from com- 
menting on the article which dis- 
cusses Paul P. Harbrecht’s book 
entitled Pension Funds and Eco- 
nomic Power [BW—Dec.5’59,p54} 
It treats the questions as to who 
owns these trust funds and are 
they actually sound. . . . The hawk- 
eyed Internal Revenue agents 
see to it that the provisions of the 
pension trust agreement are widely 
publicized among the employees 
and that the trusts must be actually 
sound and not management-loaded, 
if they are to be tax-exempt. The 
federal Welfare Disclosure Act and 
the state labor laws provide furthe: 
supervision of these funds... . 

Permit me also to say that the 
public completely underestimates 
the latent but imminent power that 
the pension fund trustees, whether 
they be management or labor con- 
trolled, enjoy in the voting corpo- 
rate stock they own. I fear for the 
welfare of our country when such 
trustees make it a practice of voting 
such stock. . 

J. HENRY LANDMAN 
ATTORNEY AT LAW 
NEW YORK, N. Y. 


Dear Sir: 

I thought pension funds [BW— 
Dec.5’59,p54] were established as 
a result of industry’s recognition 
of its sociological responsibility to 
retired employees, but that indus- 
try also recognized there were ad- 
vantages to be gained. These were 

(1) Employables would be at- 
tracted to companies with pension 
plans because pensions afforded a 
measure of security for old age.... 

(2) Once employed, and having 
worked to the age when he has 
established pension eligibility, the 
worker would be less inclined to 
quit. ... 

If we view pensions as deferred 
wages, and give the employee a 
vested interest, then industry has 
lost these advantages and might as 
well abandon pensions in favor of 
higher wages to attract and hold 
employees. .. . 

As for union participation in 
supervision of pension plans, would 
that be management “a la Hoffa”? 
The professionals seem to do very 
well without intervention from out- 
side interests with axes to grind, 
huffing and puffing over their shoul- 
ders. 

RICHARD F. BLOUGH 
JOHNSTOWN, PA. 





CHEMAGINATION 
IN THE CONQUEST 


OF SPACE 


On the earth and beneath it are the powers 
that will liberate man from his planet. 

Behind laboratory windows, the chem- 
ist marshals these powers in a million 
ways—building his knowledge of them, 
testing their might, stirring them to use- 
fulness. 

From Hooker laboratories and plants 
come scores of earth-born products for 
the space age. A few of them are: 


Molten alkali salt purges the surface im- 
purities from titanium and stainless steel, 
tough missile metals. 


Trichlorethylene, highly purified, washes 
rocket engines clean of the slightest sedi- 
ment that could trigger a premature ex- 


plosion . . . yet costs no more than regular 
trichlorethylene used throughout industry 
for vapor degreasing. 


Fluorocarbon oils reduce friction to an 
almost incredible minimum in gyro sta- 
bilizers that steer a rocket. Greases made 
with stable fluorine proyide a safe cor- 
rosion barrier in rocket-fueling lines han- 
dling liquid oxygen. 


Durez plastics flow into shape as thou- 
sands of tiny components for missile guid- 


HOOKER CHEMICAL CORPORATION 


ance and control systems. 


Solid oxidants for rockets, researched by 
Hooker in cooperation with other leading 
companies, give promise of important new 
advances in propulsion. x 

As industry moves into the space era, 
more and more industries rely on the basic 
materials we develop and supply in quan- 
tity. HOOKER CHEMICAL CORPORATION, 
112 Forty-seventh St., Niagara Falls, 
New York, 


HOOKER 





NIAGARA FALLS, NEW YORK 


CHEMICALS 
PLASTICS 


Sales Offices: CHICAGO @ DETROIT © KENTON, O. © LOS ANGELES ® NEW YORK @ NIAGARA FALLS ® PHILADELPHIA © TACOMA ® NORTH TONAWANDA,N.Y. ® WORCESTER, MASS 


In Canada: 4\\OKER CHEMICALS LIMITED, NORTH VANCOUVER, B. c 
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e HOW HIGH are 
the standards for Bell 
telephone equipment 





manufactured by 
Western Electric? 













































































A. QUITE HIGH! One example: some types of Western Electric 
relays used in dial equipment to switch telephone calls are 
expected to give trouble-free service for 40 years! 

High reliability like this means two things: 
First, dependable Bell telephone service (and the user likes this). 
Second, less maintenance; therefore, less costly service 
(and the customer really likes this’). 





Wesfern Electric 


MANUFACTURING AND SUPPLY UNIT OF THE BELL SYSTEM 








ELASTIC SEAL RINGS stop interstage leakage; improve efficiency CAM-OPERATED NOZZLE CONTROL VALVES—this quality 


of many Worthington multi-stage pumps. 


AL 


UHF (ULTRA HIGH FLOW) IMPELLERS make Worthington vertical TWO SCREW DESIGN is a superior method for locking sheave hub 
turbine pumps significantly more efficient than ordinary pumps, saving to shaft. This extra value is found in every Worthington multi-V-drive. 
users many dollars in power costs. 


orrangement is used on all Worthington multi-valve turbine generators. 





HOW TO SAVE MONEY 


8 examples of how 
Worthington takes a 
not-always-popular 
approach to reducing 
your operating costs 


The cheapest machine to buy isn’t always the cheapest machine to own. That’s why 
Worthington has a policy: build extra practical value into every product. 

Not every seller—or for that matter, every buyer—agrees with this policy. For many, the 
watchword is “‘lowest possible price!” And for some products, perhaps they are right. 


$1.00 for New Equipment; $1.15 for Maintenance— But power products are the muscles of indus- 
try. They either perform—or a machine, a production line, or a plant is shut down. To keep 
production lines running, industry spends 14 billion dollars every year on maintenance and 
repair. Consider this sobering fact: for every dollar industry spends for new equipment, it 
also spends $1.15 for maintenance. 

To keep these staggering costs to a minimum is the reason Worthington builds extra 
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FEATHER* VALVES—the fastest, quietest, most durable valves are 


WORTHITE* (left), a more corrosion-resistant material than the stain- 
standard equipment on Worthington compressors. 


less steel normally used (right), is Worthington’s successful answer to 
a major problem in pumping chemicals. 
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WELDED CONDENSER TUBES were pioneered by Worthington. This OVER/UNDER DESIGN is used in most Worthington portable 
development promises to greatly increase condenser reliability. pressors. Putting the second stage under the first makes a n 
compact, reliable compressor unit. 


BY SPENDING IT!... 


value into its products. How do we do this? Very simply. By investing extra dollars in 
better design, more modern machinery, more highly skilled employees. 
$5 Million for Research— Last year alone, Worthington spent five million dollars in research and 
development. This money buys greater reliability, higher efficiency, longer life. It also 
purchases additional peace of mind for plant operators who depend on Worthington 
products for 24-hour-a-day, 7-day-a-week, 365-day-a-year performance. 

Worthington people— 12,000 strong—take a full measure of pride in their company and 
the products it sells. They are aware of their responsibility for the “extra value”’ delivered 


with every product bearing the Worthington trademark. Worthington Corporation, 
Harrison, N. J. In Canada: Worthington (Canada) Ltd., Brantford, Ont. *eg. TM 109-23 WORTH | NGTON 
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50 States 


thrive on 


Bridgeport 
Metals 


Greater safety on superhighways is the result of 
today’s better lighting and clearer direction signs. Helping to make 
that safety possible are signs, light poles and bridge railings made 
of Bridgeport Aluminum. Light, bright Aluminum won’t rust, rot, 
warp or corrode; keeps its strength and attractive appearance in- 
definitely. And it is maintenance-free; needs no painting or gal- 
vanizing to protect it. To fabricators, Bridgeport Aluminum tubes, 
extruded shapes and sign panels offer economy, strength, maximum 
design flexibility, plus easier fabrication and field erection. 


A new form of aluminum is Bridgeport Prepainted Strip 
—available in a rainbow range of colors. This new form is helping 
manufacturers lower production costs by eliminating finishing for 
a wide variety of products, 


BRIDGEPORT BRASS COMPANY 
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..« NICKEL SILVER, to help your sales hit a high C 


The finish that starts sales and keeps them grow- 
ing is vitally important to any musical instrument manufacturer. 
H. N. White Company, for example, insists on the highest standards 
for its line of King saxophones, flutes, trombones and French horns. 
White chooses Bridgeport Nickel Silver because this alloy offers 
shining silver luster, flawless uniformity and high ductility... 
insures exceptional sales and production advantages for a greater 
variety of products where appearance makes the difference. 


Looking for new ideas in metal? To learn how 
Bridgeport’s wide range of metals can help you make better prod- 
ucts at lower cost, call our nearest office or write today. Department 
2606, Bridgeport Brass Company, Bridgeport 2, Conn. 


Specialists in Metals from Aluminum 











‘ERRO CONCRETE CONSTRUCTION CO., Cincinnati .. 
General Contractor 
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GREEN AND SIMES, ENGINEERS, Cincinnati __ 
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CINCINNATI SHAPER COMPANY ADDS 
173,000 SQUARE FEET OF EFFICIENCY! 


e You can well understand why John Erhart, Cin- 
cinnati Shaper’s head electrical engineer, ‘‘points 
with pride” as he and Square D field engineer 
Dale Calender make an inspection of the new 
plant’s electrical system. “For,” as Chief Engineer 
Erhart explains, ‘‘we use electricity for much more 
than the usual lighting and power jobs.” 

Square D, also, “‘points with pride’’ to the array 
of electrical distribution and control equipment 
which is on duty throughout this unusually effi- 
cient plant—and to the thousands of Cincinnati 
Shaper machine tools into which Square D con- 
trols have been built over a period of many years. 


FIELD ENGINEERING SERVICE is available through 
more than one hundred Square D offices, backed by an 
international network of over 1000 authorized electrical 
distributors and 19 plants in the United States, Canada, ne . 
Mexico and Great Britain. e Shown above is one-half of a Square D double-ended 


Executive Offices * 6060 Rivard Street, Detroit 11, Michigan unit substation which feeds several runs of Square D 
plug-in duct. Notice the ‘“‘T’’ in the duct installation 
which makes it easy to extend the bus run for future 
bus tie connection. 








SQUARE J] COMPANY 
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e Lighting (a high frequency 
system, 450 volts at 840 cps) in the 
Administration Building is controlled 
from this panel. Note space for future 
additions of Square D contactors as 
they’re needed. 


e@ This Square D control center in 
the Administration Building in- 
cludes circuit breaker combination 
motor starters for the heat pump 
and air-handling equipment. Heat 
pump operation is automatically 
controlled through thermostats 
and programmed by clock system. 











e You'll find Square D controls on a 
lot of the machine tools which roll off 
Cincinnati Shaper’s production lines. 
Above, Square D pushbuttons being 
installed on a power squaring shear. 


e Square D circuit breaker panelboards 
are installed throughout the plant. Break- 
ers in upper half are for light switching; 
those in lower half for receptacles, emer- 
gency lights, drinking fountains, etc. 
Lockable,two-door arrangement prevents 
inadvertent switching of lower units. 

















electrici ty is distributed and controlled 


a Complele ine 


OF ELECTRICAL 
DISTRIBUTION 
AND CONTROL 
EQUIPMENT 


ADJUSTABLE SPEED DRIVES 
BUSWAYS & WIREWAYS 

CIRCUIT BREAKERS 

CONTROL CENTERS 

CRANE & HOIST CONTROL 
DISTRIBUTION SWITCHBOARDS 
ELECTRIC TRUCK CONTROL 

HIGH VOLTAGE CONTROL 

LAUNDRY CONTROL 

LIFTING MAGNETS 

LIGHTING AND POWER PANELBOARDS 
LIGHTING CONTROL — LOW VOLTAGE 
LIMIT AND FOOT SWITCHES 
MACHINE TOOL CONTROL 
MAGNETIC BRAKES 

METER MOUNTINGS 

MOTOR STARTERS 

PRESS CONTROL 

PRESSURE, FLOAT, & VACUUM SWITCHES 
PUSHBUTTONS 

RELAYS AND CONTACTORS 
RESISTORS 

SAFETY SWITCHES 

SERVICE ENTRANCE EQUIPMENT 
STAGE DIMMERBOARDS 

STEEL MILL CONTROL 

SWITCHGEAR & UNIT SUBSTATIONS 
SYNCHRONOUS MOTOR CONTROL 
TERMINAL BLOCKS 

TEXTILE MACHINE CONTROL 
TIMERS 

VOLTAGE TESTERS 

WELDER CONTROL 
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Downtime on an important production press is far 
more expensive than the direct maintenance costs 
involved. Schedules are disrupted — workers and 
machines stand idle—production is lost—profits suffer. 
Production time on a $30,000 press is very conserva- 
tively worth $30 per hour. On this basis alone, one 
sixteen-hour day of downtime will incur costs of $480. 
In a nominal 3-year payout period, one extra day of 
production per year can repay 5% of your press cost. 


Danly presses are engineered to give you that extra 
day of production, many times over. Design innova- 
tions years ahead of the industry, and an extra meas- 
ure of brawn and precision keep Danly equipment on 
the job month after month, without maintenance in- 
terruptions. 


Outstanding case in point: the 500-ton, straight side 


DAN LY 


DANLY MACHINE SPECIALTIES, INC., 2100 S. LARAMIE AVE., CHICAGO 


RETURNS MORE THAN 5 


OF 
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EVEN ONE 
How you’re ahead with Danly’s years-ahead design LESS DAY OF 
DOWNTIME 
PER YEAR 
YOUR PRESS COST 
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press pictured above has been operating at the Gen- 
eral Electric Company’s Hotpoint Division Plant at 
Milwaukee, Wisconsin for eleven full years without 
losing a single day of scheduled production! During 
that time it has paused only twice for planned main- 
tenance. Seven other Danly presses in this pressroom 
have equally impressive records of maintenance-free 
operation. 


Savings in maintenance downtime alone can wipe out 
all price differential between quality and “economy” 
equipment. Still more profit will be Bg von 
realized from longer die life, im- | 
proved parts accuracy, and other 
bonus benefits. For a frank and com- 
prehensive review of these advan- 


tages, SEND FOR BULLETIN 300. 
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The 5-foot bubble... 


Weird things can happen when pilot plant data are scaled up to a 
full-sized petroleum processing unit. Well-nigh unmeasurable and 
apparently harmless effects in the pilot plant can attain major 
proportions in full-scale production. 


A harmless 2-inch vapor bubble in a pilot plant, for example, 
may correspond to a 5-foot bubble in the commercial unit. Such 
things must be prevented! 


Applying over four decades of “‘scaling up know-how,” Universal 


engineers design plants that achieve the same results with tens of UNIVERSAL OIL PRODUCTS 
thousands of barrels of feed stock as those developed in pilot plant 
studies involving less than a barrel. COMPANY 30 arconauin Road 


: ’ ae DES PLAINES, ILLINOIS, U.S. A. 
Research is where you find it. Utilizing its results for the benefit Maen than Batty Tiere OF Geaderdilp te Petroleum 


of petroleum refiners is a major part of the business of UOP. Refining Technology 
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ReM Engineers Explore Hundreds of 
Design Combinations to Achieve 
OPTIMUM MOTOR PERFORMANCE! 


How many ways could a motor be de- 
signed — a polyphase motor, for ex- 
ample? At least 27 basic variables offer 
2727 (30 zeros) possibilities! Theory, 
of course, but still there’s a colossal 
number even after obviously impracti- 
cal designs are ignored. Working with 
slide rule, an engineer can calculate 
maybe four designs per day... and 
that’s the time-consuming way it was 
done once. But now RosBins & MYERS 
engineers can explore hundreds of de- 
sign possibilities, using their Data 
Processing System. With infallible ac- 
curacy, IBM’s 20,000 digit “Magnetic 


Myers Calculates 
a New Motor Design 


EVERY 1 to 6 MINUTES! 


Memory” is able to calculate a new 
motor design every one to six minutes! 
Because R&M engineers can now ex- 
plore hundreds of design combinations 
before they make a final decision, you 
get the one motor that will deliver op- 
timum on-the-job performance! And 
at no extra cost! 

“Mechanized” mathematics at Ros- 
BINS & MYERS also gives engineers 
more time for design vision and deci- 
sion, which no machine can possibly 
provide ...and enables them to im- 
prove existing motors by probing alter- 
nate design possibilities. 
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If you are ordering integral or frac- 
tional HP motors, or series motor parts, 
remember this fact: the greater the 
number of practical design possibilities 
the manufacturer explores before the 
motor is produced, the better the motor 
will perform! When your motor comes 
off the assembly line at RoBBINS & 
MYERS, you can be certain you are get- 
ting the best design possible, perfectly 
adapted to your requirements, and 
quality-built to perform dependably 
for years to come! 


ROBBINS & MYERS, INC. 


motors, household fans, Propellair industrial fans, hoists, Moyno industrial pumps 
SPRINGFIELD, OHIO - BRANTFORD, ONTARIO 
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Design answers in seconds from IBM 
20,000 digit magnetic memory! 


Integral Motors (left), range from 1 to 
200 HP in single-phase, direct current, 
polyphase, totally-enclosed fan-cooled, 
and explosion-proof types. 


Standard Fractional HP Motors (right), 
are available in polyphase induction, ca- 
pacitor start, resistance split-phase, and 
permanent split capacitor, in open and 
totally-enclosed types. 


Precision-Made Universal Motors and 
Series Motor Parts (left), enable manu- 
facturers of electric power-driven equip- 
ment to make the motor an integral part 
of their product. 


Business Machine and Commercial Ap- 
pliance Motors (right), are available in 
standard or custom designs. 











Temperature inside this Tl Apparatus 
division’s environmental test chamber 
is 14° F. TARmac radar environmental 
testing includes temperatures to 122° F 
and humidity to levels above 95%. 
These tests prove TARmac radar 
capable of continuous operation even if 
heating or air-conditioning system fails. 


Texas Instruments readies Jet Age radars! \ 


Take today’s commercial, private and military aircraft, 
mix well over your airport, stir thoroughly with inclement 
weather, and you have a major air traffic problem that 
human judgment alone cannot solve! The Federal Aviation 
Agency (FAA), aware of the need to reduce field-approach 
congestion and minimize “stack-up” time, requested an all- 
weather radar system, one that would give coverage to five 
miles high at 60 miles distance! Responding to this need, 
Texas Instruments Apparatus division developed, manu- 
factured and is installing airport surveillance radars 
(model ASR-4) for the FAA at 35 principal U. S. airports. 
TI tradename for this radar is TARmac — terminal area 
radar/moving aircraft. 

Texas Instruments TARmac radar is the first airport sur- 
veillance system designed with jets in mind. Long before 
the sign “Fasten Your Seat Belt” flashes on, even in super- 
sonic aircraft approaching from higher altitudes, TARmac 
radar is helping guide your flight “home.” At the same 
time, it is directing you safely past other landing, passing 
and departing aircraft as well as navigation hazards. 


Texas Instruments TARmac radars will be on the job 
’round the clock, 365 days a year. All key equipment in 


the system is in duplicate so that an inspection, calibra- 
tion or repair may be performed without interruption of 
service. Greater reliability has been achieved by TI engi- 
neers with design of failure warning and protection cir- 
cuitry plus the best assurance against possible failure — 
engineering and manufacturing of the systems to operate 
well within component capabilities. 


First installation of this new radar is at a major metro- 
politan airport and will be completed in early 1960, with 
the others following rapidly. Whether in the arctics or 
tropics — wherever aircraft operate—so can TI’s 
TARmac radar. Development and manufacture of this Jet 
Age radar system further illustrates TI’s readiness to 
combine diversified technologies and experience to solve 
complex electronic systems problems. This quality has 
made xas Instruments a leader in research, development, 
design, and manufacture of electronic systems in the 
Space Age. 


TARmac airport surveillance radar systems are avail- 
able to countries throughout the Free World when 
licensed for export by the U. S. Department of State. 


TEXAS <1 INSTRUMENTS 


INCORPORATED 


HEADQUARTERS: 100 EXCHANGE PARK NORTH, DALLAS, TEXAS. PLANTS: ATTLEBORO, MASS. « DALLAS. 
TEXAS « HOUSTON, TEXAS « VERSAILLES, KY. « ELIZABETH SOUTH, SOUTH AUSTRALIA « ALMELO.HOLLAND « AVERSA, ITALY 


BEDFORD, ENGLAND « BONNEVILLE, FRANCE « 


BUENOS AIRES, ARGENTINA «¢ MEXICO CITY, MEXICO 


OFFICES IN 72 PRINCIPAL CITIES OF THE WORLD 
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In just the last few days business has really begun to shake off the effects 
of the steel strike. You can see that in the way Business Week’s Index is 
shooting up (page 2). 


But November figures, now appearing in quantity, still bear the scars. 
Steel roared back, but not soon enough to save auto output. 














te 
‘ Retarding influences of steel shortages are visible in the Federal 
Reserve Board’s production index for last month. Its level was 148 for 
A BUSINESS WEEK November (or 48% above the 1947-49 average), up from 147 in October. 


Even this modest gain isn’t bad, considering the sag in auto output—at a 
time when, allowing for normal seasonal tendencies, the trend should have 
SERVICE been sharply upward (BW—Nov.21’59,p19). 













Now steel is breaking records (page 32) and autos are recovering. 


Production of new cars this week will be the highest since mid-October 
and about double the November average. Even so, the rate is still far below 
what had been originally planned for this month, while the holidays now are 
coming up to hamper production. 









Thus it will be J.:.uary before the industry hits its stride. 














Retail sales were very good last month, all things considered. 


However, even at a seasonally adjusted level of $18.1-billion, the total 
was nearly $250-million short of the previous month’s record. This was due 
entirely to the spotty stocks of new cars available. 























| Sales of autos (new and used) and of automotive products fell from $3.5- 
| billion (before seasonal adjustment) in October to $2.9-billion in November. 
For that matter, last month’s level was only $150-million better than in a 
sluggish November last year. 


But it’s a rare auto dealer who won’t tell you he could have sold the cars 
if only he had had them to sell 


Other durable goods continued to hang up gains at retail. Furniture and 
appliances had a 7% year-to-year gain, for example. 


And here is a key indicator that cash wasn’t running too short: 


Softgoods sold at a record rate; estimated retail volume of non-durables 
was $12%4-billion (seasonally adjusted). The previous peak, last July, was 
just a little under $12.2-billion. 


Retail volume for December will continue to suffer, to some extent, from 
shortness of autos. But most other lines will post new records (BW—Dec. 
12’59,p25)—even though the comparison is with a December splurge a year 
ago that was nothing short of phenomenal. 


And, when the year’s receipts are counted up, they will be comfortably 
above $215-billion, up from $200-billion for 1958. 


Labor strife has deprived employment of the gains that might have been 
expected in the last few months. 
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For example, in 1955’s more or less comparable period of recovery from 
the 1954 recession, there was a rise of 112-million in nonfarm employment 
between June and November; this year, there was a small decline between 
the same months. 


Strikes’ principal impact has been on factories in metalworking lines 


- (though there has been some slopover in mining and even construction and 


softgoods plants that sell, say, to the auto makers). 


Labor Dept. figures show 1 of each 4 auto workers was laid off at the 
time of the November count against 1 in 20 the month before. And unem- 
ployment spread, to quite an extent, in metal fabricating generally. 


Nonfarm employment, for all the handicaps, remained nearly a million 
higher last month than it has ever before been in November. And the 60- 
million total was down only 900,000 from the summer bulge. 


Unemployment rose by about 300,000 between October and November, 
standing at 3,670,000 last month. However, as the rise was only half what’s 
expected for the time of year, the ratio of unemployed to the total labor force 
declined from 6% in October to 5.6% in November on a seasonally adjusted 
basis. 
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Salesmen for the aluminum companies were scurrying around this 
week, urging customers to get their orders in by Friday. \ 


This gave rise to a suspicion that price increases might be announced 
by the weekend—suspicions that proved well founded when Alcoa announced 
a 1.3¢-a-lb. increase in the price of ingot. 


Expectations had been that a wage agreement, when it came, would 
mean higher prices. In fact, that was a factor clear back in May and June in 
the heavy buying of aluminum products by consuming industries (and the 
subsequent slackening in aluminum producers’ output). 


Early this week, the price talk was intensified when Alcan, the big 
Canadian producer, advanced the virgin metal 34¢ a lb. and marked up mill 
product prices by 342%. 


Wage levels actually are a relatively small factor in the cost of producing 
virgin aluminum. But they’re a big one in mill products. 


Nevertheless, an across-the-board advance is in the cards. 


Domestic producers of aluminum have been dissatisfied with the price 
of pig and ingot for a long while. And agreement on a wage boost would 
almost automatically call for higher prices on mill products. 


Virgin aluminum doubtless would have gone up before this but for 
shipments from Canada at the lower price prevailing until Tuesday. 


Most of this year and last, though, Alcan’s European markets were none 
too voracious. Recently, however, demand has picked up and Alcan’s steadily 
rising rate of operations brought the tilting of the lid. 


And, as Alcan doesn’t ship mill products across the border in competition 
with U.S. producers, no bar is seen to a hike in those prices. 


Contents copyrighted under the general copyright on the Dec. 19, 1959, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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An idyllic vista of towering palms. Your own 
championship 18-hole golf course. Your own 
patio looks out upon velvety green fairways 
just a chip shot away. Dock your boat at Royal 
Palm’s own Yacht Club or your own seawall... 
just a few minutes’ cruise to the blue Atlantic. 
Such is your setting, bordering the beautifully 
landscaped grounds of the famed Boca Raton 
Hotel and Club, the golf fairways and pic- 
turesque waterways. ° 


ROYAL PALM YACHT 


RESIDENTIAL 








Relaxed 
elegance 
ws part of 
the home 
you ‘ll buald 


in 
Boca Raton, Florida 


Natural and man-made barriers prevent en- 
croachment upon your happiness. Nothing will 
spoil Royal Palm’s tropical vistas...not even 
utility poles or wires overhead, for all utilities 
will be placed underground. Royal Palm is a 
community dedicated to a gracious way of life 
for compatible people of taste, culture and char 
acter. Lots are priced from $11,000 to $38,500. 


May we send you our illustrated brochure. 


& COUNTRY CLUB 


COMMUNITY 
DEVELOPED BY ARVIDA REALTY CO., ef A SUBSIDIARY OF ARVIDA CORPORATION, P. O. BOX 1246, BOCA RATON, FLA. 


AD 59044 
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CHRISTMAS IS MERRIER... WITH CHAMPION PAPERS 


Ihe color of Christmas is gayer this year. There are bright, shiny packages stacked 
everywhere—packages wrapped in the beautiful rich colors of Champion gift wrap. 
Champion wrapping papers are of the finest quality with a variety of smooth and tex- 
tured surfaces. They can be readily overprinted with regular or metallic inks. For 
wrappings that make gifts a delight to give, a joy to receive, specify Champion, the 


standard of quality in papermaking. 





THE CHAMPION PAPER AND FIBRE COMPANY 


GENERAL OFFICE: HAMILTON, OHIO e SALES OFFICES AND DISTRIBUTORS IN MAJOR CITIES 
CHAMPION SETS THE PACE IN PAPERMAKING 
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Reasserting Leadership in Asia 


Eisenhower's triumph  con- 
vinces neutrals that U.S. is the 
No. 1 champion of peace, and 
their hope to escape poverty. 


(he crowds, larger than any that 
had ever greeted a foreign statesman, 
mobbed the visitor from the U.S. Some 
frantically yelled “prince of peace,” 
others just stared. 

This was the amazing welcome given 
Pres. Eisenhower in India (pictures) 
and other countries on his fast, far- 
reaching tour. And in the warmth of 
that welcome there was an indication 
that a real change in the standing of 
the U.S. in the eves of the world was 
taking place. 

While skeptics may doubt the prac- 
tical value of the tour, many diplomats 
here believe that Eisenhower has: 

e Reestablished the role of the 
U.S. as a champion of peace in the 
mind of neutral Asian countries. 

« Awakened these woefully under- 
developed countries to their dependence 
on the U.S. to help them conquer 
poverty. 
¢ Personal Triumph—If this amounts 
to a major historical shift in Asian re- 
lations with the U.S.—as some describe 
it—Eisenhower can take most of the 
credit. Beginning with his swing 
through. West European capitals last 
August, he has used personal diplomacy 
to reassert what seemed to be the 
U.S.” lagging leadership of the free 
world. 

Bolstered by the unprecedented re- 
ception in Asia and the Middle East, 
Eisenhower will carry more weight in 
his efforts to restore Allied unity at this 
week’s pre-summit meeting (U.S., Brit- 
ain, France, West Germany) in Paris. 

In fact, Eisenhower's Asian victory 
undoubtedly will help the Western 
powers in their negotiations with Soviet 
Premier Khrushchev leading to the 
summit. For a time, it looked as though 
Khrushchev, with his repeated calls for 
“peaceful coexistence,” had giveri Rus- 
sia a big lead in championing peace 
between East and West. To neutralist 
Asian countries, the late Secy. of State 
Dulles symbolized a “warlike” approach 
in the West toward halting Com- 
munist expansion. 


Now Eisenhower has _ convinced 
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IN INDIA, Eisenhower greets crowd with Pres. Prasad beside him and Nehru at right. 


Asians that U.S. policy is based on a 
real desire for peace. That in itself will 
put new pressure on Khrushchev to con- 
tinue moving toward an East-West 
settlement. 

¢ Reds’ Timing Bad— The Communists 
unwittingly played a part in Eisenhow- 
er’s success in Asia. All year, Red China 
has been bullying India—first in its take- 
over of Tibet, more recently in per- 
sistent border incidents. Even as Eisen- 
hower was announcing his Asian tour, 
with New Delhi the main stop, the 
Indian press and public were violently 
denouncing Red China’s expansionist 
moves (BW—Dec.12’59,p73). 

¢ Better Than Expected—Still, Eisen- 
hower’s triumph turned into something 
far greater than anyone in Washington 
had expected. The size of the dancing, 
flower-thrawing crowds—more than 4- 
million people altogether in Ankara, 


Karachi, Kabul, and Delhi—startle 
even the most optimistic members 
the Eisenhower party. So did the 
most religious fervor of many Indian 
onlookers, who at times likened Eisen 
hower to a reincarnation of Vishnu 
the Hindu protector god. 

Eisenhower's own reaction to the 
poverty he saw and the talks he had 
with leaders is sure to affect his idea 
on foreign economic aid. The succc 
of India’s Third Five-Year Plan, soon 
to begin, will hinge largely on Western 
aid. 

Now, Eisenhower is more likely than 
ever to fight hard for a liberal foreign 
aid program—just when the trend in 
Washington favors cutbacks. ‘The im 
pact of the tour, in turn, may als 
alter Congressional thinking on foreig) 
aid. 

e Some Risks—Even so, some Wash 
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MOTORCADE from New Delhi airport carries Eisenhower, with Nehru at his side, through densely packed, nearly hysterical crowds 


bservers see risks from the tour. 
rs implied promises of peace 
nomic aid, thev sav, mav be fat 
than the U.S. can actually de 
raised Asia's expecta- 
tion vith his slogan of ‘“‘food-familvy- 
friendship-freedom ind his call for 
worldwide war against hunger.” Yet 
in Washington iew—the present 
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outlook is for less, rather than more, 
U.S. economic aid to underdeveloped 
ireas. 

¢ Sum Total—But optimists in Wash 
ington say that the U.S. already is 
firmly committed to fulfilling its re- 
sponsibilities as the free world’s leader. 
In this view, President Eisenhower has 
simply won for the U.S. the credit it 


CHILDREN get warm handshake from the President as he walks 


freely among crowds of Indians on his arrival at Delhi airport. 


STUDENTS at Delhi University, which conferred 
degree on Eisenhower, are held back by Nehru. 


has so long deserved 
the many 
Asia today 

Besides that, the Presidential 
may become an established 
U.S. diplomacy. If so, it would have a 
certain irony, in terms of Fast-West 
competition 

As one official puts it Ihe 


] } 
n helping solve 
conomic problems that fac« 


tour 


veapon ot 


Soviets 
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stole the concept of foreign aid from 
the U.S.—and got disproportionate re¢ 
ognition for their aid by sending 
Khrushchev and Bulganin to promote 
it. Now we've borrowed from them the 
useful device of ‘personal diplomacy’ 

a sort of royal tour that wins more ap 
preciation abroad for our international 
programs and policies.” 





FROM ROSTRUM of Indian Parliament 
Eisenhower addresses legislators, with Nehru 
and India’s Vice-President on dais. 


BUSINESS WEEK e Dec. 19, 1959 


Election Day Nears in Steel 


If the dispute isn’t settled in three weeks, NLRB will poll 
steelworkers on the companies’ last offer in the most compli- 
cated ballot ever held under Taft-Hartley. 


“Do you wish to accept the final offer 
of settlement made by your employer, 
as stated by him? Yes. No.” 

(his is the simple, stark choice that 
will be offered to 500,000 United Steel- 
workers three weeks from now—if lead 
ers of the steel industry 
have not by then negotiated a 
ment of their six-month dispute. 
words, or a reasonable fac- 
simile, will appear on ‘Taft-Hartley bal 
lots to be provided by the National 
Labor Relations Board for a vote on 
the industrv’s “last offer’ of settlement 
terms, rejected by David J. MacDonald 
and other USW negotiators. ‘The elec- 
tion would be the final step before the 
80-day strike injunction i 
¢ Talks Halted—At midweck, there was 
no indication that the parties would be 

to avoid the balloting 
lation 


settle 


hese 


dissolved. 


Steel nego 
had been recessed while union 

fheials bargained toward 

tract in the aluminum ind 

(he Steel Companies Coordinating 

ymmittee and the union already seem 


new con 


iStTr\ 


( 

to be concentrating more on the voting 
to come than on reaching an agreement. 
In extensive statements and appeals to 
the steelworkers, the industry commit- 
tee is trving to convince them of the 


merit in its “last offer” proposals 
union is countering with it 


The 


own propa- 


ganda, that the industry isn’t offering 
any terms not already flatly rejected 
e Not the End—This doesn’t neces- 


sarily mean that the disputants are 
determined to stand firm to the end. 
The emphasis on last offers and final 
votes does not rule out settlement pos- 
sibilities before the showdown. 
Neither will an actual last offer vote 


be a final step in the long contest. It is 
the last move before the Taft-Hartlev 
injunction is lifted. But, rather than 


see the strike resume, Pres. Eisenhower 
has promised some definite action. 

¢ Technical Worries—While the lan- 
guage on the NLRB ballot will be 
simple, the task of conducting the poll 
will be anything but easy. In_ fact, 
NLRB General Counsel Stuart Roth- 
man and his aides haven’t settled on the 
ballot language or resolved other critical 
problems confronting the agency. 

[he board has held 10 other “last 
offer” elections since 1947, but none 
so complex. Altogether, the total prior 
voting has involved just one-fifth, or 
107,000, of the number of workers that 
would cast their ballots in steel. 

But it isn’t the sheer size that is 
plaguing NLRB officials. The way the 


nd steel union 


vote is conducted and counté 
have an important effect on tl 
outcome of the dispute. 

¢ Result Not Binding—lhe fin 
won't necessarily settle anvthing 
steelworkers vote in favor of 
offer, the union officials still d 

to take it. If the union meml I 
the offer, the steel industry doesn’t 
to come up with a new one. Wh 
final count may well produc 
in public opinion to the side p 
the better totals. 

This puts the NLRB right 
middle. How to take the vote 
to package the results are 
¢ Separate Votes—lirst, thi 
not be made in a single total 
loting will be conducted sepa 
companies, perhaps division 
panies, perhaps units of com] 

Thus, the decision possil 
be clear-cut at all. A ma 


steelworkers may prefer to 

last offer, but in the countin 
down union members in 
perhaps even whole compan 
vote in favor of the last off \ 


the totals support the steel un 
sition, a number of divisions might 
the companies. ‘This could put t 
come in a different light 

So board strategists are curt 
sidering how to set up voting 
Some decisions have alread 
Elections will be separate 
steel companies. Stceworke1 
on the pavroll, not just workin 
allowed to vote. But when it 
the size of the voting unit, NLRI 
wrestling with the question of 
it will count votes by (1) work 
the same contract, 
workers under the 
companywide voting, (+) plant 
voting, or (5) workers voting 
same last offer. 
¢ Many Offers—Stecl compan 
have advised the NLRB that last 
will vary among companies and ] 
where the work rule is a factor 
among different units such as ore 
handlers and seafarers on the G 
Lakes. Therefore, even without 
breakdowns, the vote will be ta 
separately in more than 100 totals 

In one of its previous last, offer el 
tions, in the 1948 maritime dispute, t 
board had more than 20 totals am 
less than 50,000 workers. In this 
each total favored the union’s reject 
of the maritime industry’s last off« 
it has in most of the other contest 


subd 


Same cont 
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“And there were in the same country shepherds 


Gbiding in the field, keeping watch over 
their flock by night.” St. Luke 2:8 








THE 





TREND: The corporation’s Yuletide greeting is veering farther away 


from the commercial pitch and more toward the soft sell. Religious themes 
—and to a lesser degree the works of famous artists—gain favor. 


Company Cards: Fewer, Softer on 


Greeting card manufacturers are 
erumbling that the idea is anti-Christ- 
mas. Mailmen straining under a record 
2.6-billion Christmas won't be- 
lieve it. But Business WEEK reporters 
who interviewed executives in major 
cities found a growing revolt against 
.the custom of sending out corporate 
Yule greetings. What’s more, the die- 
hards—still probably a  majoritv—are 
turning away from anvthing that smacks 
of commercialism and the hard sell (pic 
tures 

An official of a Cleveland bank sums 
up the feelings of most of those com- 
panies that are breaking the card-send- 
ing habit. “Put vourself in the execu- 
tive’s shoes,” he savs. “You're on 
hundreds of mailing lists, each with 
thousands of names. In a case like this 
where there’s no real personal senti- 
ment, you'll probably accept the card 
in the same spirit in which it’s sent.” 
hat spirit, according to a Boston busi- 
nessman, is easy to peg. “It’s become 
a joke,” he savs. 
¢ Leaders—While some companies 
stopped sending cards in past years— 
and many never sent them—until re- 
cently most executives have been timid 
about suggesting a halt. Last vear, their 


cards 
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courage was bolstered by the action of 
several giant New York banks. The 
First National City Bank notified its 
correspondent banks that it was not 
sending a company card. 

Other banks followed suit—this vear 
the Bank of California sent out a sim- 
ilar letter—and banks all over the coun- 
trv slashed their card list. Non-financial 
companies that had been waiting for a 
precedent did likewise. 

Here are a few examples of com- 
panies that have vetoed the sending of 
cards this year: 

¢ Ryder System, Inc., a big truck- 
ing company based in Miami, didn’t 
send out its usual 10,000 greetings. 

¢ General Insurance Co. of Amer- 
ica, of Seattle, is reverting to its World 
War II policy of including Christmas 
greetings in its house organ. 

¢ Continental [Illinois National 
Bank & Trust Co. of Chicago decided 
that “much of their meaning is lost.” 
¢ Hedge—But while many companies 
are discontinuing mass mailing of 
greetings, there often is enough embar- 
rassment over the new policy to make 
them hedge their bets. Many—includ- 
ing First National City Bank—still pro- 
vide personal cards for executives. 


Others admit that although they have 
abolished cards, their people still send 
them and sneak the cost into expense 
accounts. Some, like Washington Blue 
Cross, are sending out a “last card” 
explaining that in the future the card 
money will go to charity 

e Card Makers Protest—Greeting card 
manufacturers try to discount reports 
of a drop-off by pointing to the steady 
increase in their business—although for 
most it’s virtually impossible to sepa- 
rate business and general card sales. 

Generally, the industry feels that 
companies that stop sending cards are 
insincere when they cite overcommer- 
cialism and other reasons for cutbacks. 
The real reason in most cases, card 
makers argue, is simply a desire to save 
money. 

The cost of corporate cards ranges 
between 10¢ and $1.10 each, plus the 
often uncalculated but expensive labor 
that goes into the project. 
¢ Business Losers—Another argument 
is that companies don’t appreciate the 
pleasure that people get from cards, 
and therefore underestimate the good- 
will that business loses by eliminating 
them. 

The Greeting Card Assn., aroused by 
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THE END: Last card from Washington 
Blue Cross explains that from now on the 
company will spend the money on charity. 


ommercial 


the effects of the First National City 
Bank’s letter last year, attempted to 
document the value of corporate card 
sending by sponsoring a survey by 
Dr. Ernest Dichter’s Institute for Moti- 
vational Research, Inc. The report, not 
vet released, is based mostly on depth 
interviews that try to reveal attitudes 
that people may not be aware of. It 
says that people resent it when a 
company stops sending cards and 
that a card is an economical wa\ 
for a company to achieve “emotional 
rapport” with its customers. It also 
hints that bankers who stop sending 
cards are somehow insecure. 

¢ Caught in the Middle—But despite 
the many arguments the industry can 
round up to sell a company on sending 
cards, many greeting card manufacturers 
feel that somehow businessmen are 
turning against Chirstmas and that their 
industry is caught in the middle. -They 
hope the whole thing will eventually 
blow over. 

One spokesman more belligerent 
than most, says: “A bank can stop 
sending a card if it wants to. But why 
do they have to go around shouting 
about it? I don’t tell people not to 
save their money, do I?” 


BUSINESS WEEK e Dec. 19, 1959 





Bad News for Protectionists 


Figures sent to Congress by OCDM on power equipment 
imports indicate U.S. manufacturers will lose their plea for 
protection against foreign steam turbines and generators. 


U.S. manufacturers of heavy electri- 
cal equipment appear certain to be 
turned down a second time on their 
pleas for greater protection against com- 
peting European equipment. 

In June, the Office of Civil & De- 
fense Mobilization ruled out new curbs 
against foreign imports of generators 
and turbines for hydroelectric power 
plants and large transformers and cir- 
cuit-breakers. Last week, a routine 
statistical report from OCDM to Con- 
gress containing data on imports of 
steam turbines and generators indicated 
that the American manufacturers’ case 
for restricting these items was even 
weaker. Considerably less steam equip- 
ment is imported than hydro turbines 
and generators. 
¢ Manufacturers’ Appeal—OCDM’s re- 
port on steam turbines and generators 
comes after a 15-month investigation 
of manufacturers’ original charges that 
foreign imports of heavy electrical 
equipment are a threat to U.S. security. 
In March, 1958, General Electric 
Co., Westinghouse Electric Corp., and 
the National Electrical Manufacturers’ 
Assn. appealed for quotas on all imports 
—by federal, state, local agencies, and 
private utilities—of foreign hydraulic 
turbines, hydraulic generators, and large 
transformers and circuit-breakers. ‘Uhev 
based their argument on so-called na- 
tional security section of the Reciprocal 
Trade Agreements Act. ‘This section 
authorizes OCDM to recommend pro- 
tection if it feels the imports threaten 
to displace domestic production which 
would be essential to U.S. defense in a 
national emergency. 

At first, industry also asked OCDM 
to rule on imports of steam tugbines 
and generators as well as similar hy- 
draulic equipment. But later a separate 
petition was filed in behalf of steam- 
driven equipment by the same three 
applicants, and steam equipment was 
removed from the broader case. 

The steam turbine and generator case 
is still pending; OCDM’s formal find- 
ing is not likely to come before next 
spring, possibly as late as May. 
¢ FPC Report—However, the report 
OCDM already has received from the 
Federal Power Commission, which was 
made public last week, indicates the 
U.S. electric equipment manufacturers 
are in for another disappointment. 
OCDM based its finding that hydraulic 
equipment imports were not threaten- 
ing national security on FPC. 

Even though the steam case was split 


off from the hydraulic equipment ap 
peal, FPC’s statistical analyses of im- 
ports included both types of equipment. 
And the figures indicate that imports of 
steam equipment are considerably | 
in both volume and impact on domest 
competition than imports of hydraulic 
equipment. 

¢ Statistical Findings—Here are some of 
FPC’s findings for the seven-vear period 
from July, 1951, to June, 1958: 

e During the seven vears, 364 
pieces of heavy electric equipment were 
imported or ordered from abroad. 

e Of this total, 27 
—22 hvdro and 5 steam. 
¢ 17 turbines were imported o1 

dered—14 hydro and 3 steam. 

e Over the same period, U.S. 
manufacturers received orders fot 
turbines and 275 generators (steam 
hvdraulic). 

Actually, the domestic equipm 
makers based their plea on the qualit 
of competing imports rather than th 
quantity, which the petitioners frankh 
conceded was comparativels 
domestic orders. ‘The industry chat 
that late deliveries, inadequacy of 
sign, and lack of maintenance facilities 
constituted a threat to essential dome 
tic power supply. 
¢ Delivery and Performance—But her 
again, steam equipment deliveries and 
performance confronted domestic man- 
ufacturers with a weaker case than hydro 
equipment. Of the 12 hydro gener- 
ators delivered over the seven-year pe- 
riod (10 were scheduled for later de- 
liverv), there were 11 late deliveries 
six “operating interruptions,” and on¢ 
service failure. Of the five steam 
erators delivered, there was one lat 
deliverv, one operating interruption, on¢ 
service failure—the difficulties concen- 
trating in two of the orders. Of the four 
hydraulic turbines delivered, all four 
were delivered behind schedule. Of the 
three steam turbines delivered, one was 
late, one had an operating interrup- 
tion. 

In its report, however, OCDM noted 
that “most” of the delivery delays and 
operating interruptions were “of no con- 
sequence” because they were of short 
duration and easily corrected. ‘The re- 
port noted that there were: only two 
service failures of generators, none of 
turbines. 

The report therefore appears to dash 
cold water on the U.S. equipment 
makers’ hopes for import restrictions on 
steam turbines and generators. 


were gencrat 


1) 
Small 


TE ll- 


27 











New Look for Diamond Market 


Competition from U.S. synthetics moves De Beers to 
develop its own industrial synthetic diamonds, sign up with 
Engelhard Industries for better service on natural stones. 


lhe strange, quict world of industrial 
diamonds has erupted in the past few 
weeks with what for it is a real blaze 
of activity. 

Most of it stems from the maneuvers 
of two giant companies—General Elec- 
tric Co., the sole producer of syn- 
thetic industrial diamonds; and De 
Beers Consolidated Mines, Ltd., which 
controls practically all of the free world’s 
output of natural diamonds. 

GE spoke first, revealing for the first 
time some of the details of its svnthetic 
diamond process. GE identified it as a 
high-pressure, high-temperature method 
that uses one or more of a dozen-odd 
liquid metals as a catalyst to urge the 
carbon to crystallize as diamond. 
¢ From South Africa—De Beers chimed 
in, from Johannesburg, South Africa, 
that it, too, had developed a synthetic 
diamond-making method and was turn- 
ing out diamonds in experimental quan- 
tities. De Beers claims that its syn- 
thetics, like GE’s, are superior for use 
in resin-grinding wheels—the tvpe used 
to sharpen carbide-tipped cutting tools. 

De Beers added that it has applied 
for worldwide patents on its process, 
claiming that it had no idea whether 
its process was similar to GE’s methods, 
which the Air Force put under a secret 
military classification soon after GE an- 
nounced it had made diamonds (BW — 
Feb.19°55,p64). 
¢ Third Voice—The diamond dust had 
hardly settled when a third voice spoke 
up from Newark, N. J. Engelhard 
Industries, Inc., announced that it 
. has an arrangement with De Beers to 
become De Beers’ major U.S. distribu- 
tor of industrial diamonds, will carry a 
large stock of natural and graded dia- 
monds, has set up sales offices in seven 
cities, and is already engaged in basic 
ind applied research in “natural indus- 
trial diamonds.” 

This means, Engelhard claims, that 
for the first time customers for indus- 
trial diamonds will be able to buv them 
as they buy any other material or com- 
moditvy—and get some service to boot. 
Engelhard thinks its activity will help 
double the present $45-million-a-vear 
sales of industrial diamonds in the U.S. 

Once Engelhard gets its inventory, it 
should have a good-sized, readymade 
market to tap. At least 17 companies, 
mostly grinding wheel makers, purchase 
their diamonds direct from De Beers. 
(hough relationships between custom- 
ers and De Beers are kept like state 
secrets, rumors persist that De Beers 
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makes special deals with its regulars. 
Otherwise, there would appear to be 
little reason for dealing direct, since by- 
passing a U.S. distributor involves up 
to three weeks’ delay. 

¢ Price War—Industrial diamonds have 
a raggedy history. Before World War 
II, they sold for about $1] a carat in 
large quantities. During the war, De 
Beers lowered its price to 50¢ a carat 
to the Allies. Postwar prices soared to 
what the market would bear, or about 
$4.75 a carat for small customers who 
purchased from distributors in the U.S. 

When GE put its synthetic dia- 
monds on the market, the price nose- 
dived to $2.80 a carat. Last vear, to 
mollify some dealers who were caught 
with supplies that had a wholesale price 
higher than the market price, De Beers 
instituted a 10% distributor discount, 
which later was reduced to 5%. Until 
last July, natural bort (diamonds) at 
$2.80 a carat was about 16¢ cheaper 
than the GE product. Then GE cut 
its price to $2.75. According to the 
company, that makes the products 
about equally costly per grinding wheel. 
e¢ Limitations—GE, with better market- 
ing savvy than its London-based rival, 
has been doing a lot of application re- 
search. It admits that natural diamonds 
are superior for metal-bonded wheels, 
but claims to have a product under 
test that will: equal or exceed natural 
bort in this area. It also claims that its 
diamonds wear about 30% better on 
resinoid and vitreous grinding wheels. 

So far, GE’s product qualifies for 
only 75% of the jobs industry calls 
upon diamonds to do because of the 
limited size of synthetic diamond par- 
ticles. For example, cement saws re- 
quire particles of 20 mesh, while GE’s 
standard product has a maximum size 
of 80 mesh. GE is gradually increasing 
the size of its particles, but synthetic 
diamonds show no signs of growing big 
enough to compete with the natural 
stones used for cutting tools and draw- 
ing dies. These big rocks still carrv a 
price tag of $5 a carat and up. 

Last spring, to counter GE's svyn- 
thetics in the resin grinding wheel mar- 
ket, De Beers introduced a_ specially 
selected grade of diamonds called SND 
(for selected natural), which have a 
needle-like form and are supposed to 
provide better wear characteristics. 

GE sells only unselected diamonds 
direct, but its New York distributor, 
John Van Itallie, sells size-graded syn- 
thetics at a premium price. Engelhard 


will sell both ungraded and SND bort, 
and will do some grinding and sizing. 
¢ More Competition—As though these 
developments weren’t enough for one 
month, Asscher’s, diamond cutters of 
Amsterdam, has applied for a patent 
on a new process for making “hard 
materials from graphite’—the company 
doesn’t want to call the product dia- 
monds yet. Asscher’s process is based 
on an explosive technique. 

So far, there hasn’t been a peep from 
Phillips of Eindhoven or from N. V. 
Bronswerk of Amsterdam—two other 
Hollanders at work on synthetic dia- 
monds. But whether they, too, succeed, 
it looks as though competition is going 
to be the industrial diamond buyer's 
best friend from now on. 


Nuclear Process Likely 
To Produce Chemicals 


Hercules Powder Co. has a process 
that it believes will produce chemicals 
commercially by use of nuclear energy. 
But it will take 10 to 15 years and up- 
wards of $50-million to develop the 
necessary equipment. 

Chemical companies have been ex- 
perimenting with radiation as a way of 
making chemicals combine in ways they 
wouldn’t otherwise. But the high cost 
of processing chemicals next to a 
nuclear reactor or other radiation 
source so far has ruled out commercial 
application. 

Hercules scientists believe they can 
cut radiation costs sufficiently with a 
“circulating dust’’ reactor to make com- 
mercial production of some organic 
chemicals feasible. This new type of 
reactor would employ tiny particles— 
a dust—of uranium oxide as fuel. ‘This 
dust would mix so intimately with 
chemicals in gaseous form that a maxi- 
mum amount of the energy from the fis- 
sion process could be utilized. With 
existing reactors, only a fraction of the 
energy can be focused on a chemical 
reaction. 

The output of chemical product per 
unit of consumed nuclear fuel can be 
increased more than 10 times with the 
dust reactor, according to a Hercules 
spokesman. For instance, such fuel 
economy should permit the conversion 
of methanol, which now sells at about 
44¢ per Ib., to ethylene glycol, which 
sells for 14¢, at a “small, but positive 
profit on the process.” 

Armour Research Foundation has 
been studying a similar reactor type for 
power production, and Aerojet-General 
Nucleonics has made studies of a dust 
reactor to produce nitrogen. 

The Atomic Energy Commission’s 
Brookhaven National Laboratory is 
studying the feasibility of the reactor 
suggested by Hercules. 
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For years, the private and public 
utilities of British Columbia have had 
to race to keep generating capacity 
abreast of the boom in Canada’s fastest- 
growing province. Now, it looks as if 
the problem is licked in one big swoop 
—with more power available for the 
U.S. Northwest as well. 

Behind the proposed new capacity 
lie ideas that have been incubating for 
years—amid public vs. private power 
disputes, Canadian provincial vs. Cana- 
dian federal politics, and U.S. vs. 
Canadian differences. This week pieces 
started to fall in place: 

¢ The U.S. and Canadian sections 
of the International Joint Commission, 
the body which resolves boundary water 
problems between the two countries, 
finally agreed on how the U.S. and 
Canada can share the benefits of the 
Columbia River which flows through 
them both. If both governments ac- 
cept IJC’s recommendations, as much 
as 4.5-million-kw. would be available in 
Canada and another 1-million-kw. in 
the U.S. First stage in Canada: the 
1.6-million-kw. Mica Creek dam in 
the river’s big bend. 

e Against the background of Ot- 
tawa policy, which opposes exporting 
electric power to the U.S., this agree- 
ment casts doubt on plans adopted last 
week (BW—Dec.12’59,p38) by the 
Peace River Power Development Co. to 
build a 3,145,000-kw. dam in northern 
British Columbia (map). This scheme 
is said to depend on an export market. 
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Hydro Dream Coming True 


¢ Wenner-Gren Project—The Peace 
River project has been promoted by 
Axel L. Wenner-Gren, the Swedish 
financier (BW—Mar.16'57,p61), and is 
now backed by Canadian and British 
talent and capital in addition to Wen- 
ner-Gren’s. If built, it would be the 
world’s largest—beating out Russia’s 
new 2.1-million kw. dam on the Volga, 
which in turn beat 1.9-million§ kw. 
Grand Coulee on the Columbia in 
Washington. 

Wenner-Gren became interested in 
the proposition in 1955 when his Lon- 
don agent discussed the possibility with 
a representative of the B. C. govern- 
ment. Within two years, he had de- 
posited $500,000 with the government 
to demonstrate his good faith, in re- 
turn for the right to investigate the 
possibilities of power as well as mineral 
and timber resources in the Peace River 
area and the Rocky Mountain trench. 
When the initial survey confirmed the 
power potential, Wenner-Gren invited 
outsiders to join him. 

He formed the present company, 
Peace River Power, and sold to it his 
rights under the 1957 agreement with 
the province. His price: the largest 
block of stock. The other shareholders 
include two Canadian power firms, 
British Columbia Power Corp., and 
Canadian Utilities Ltd., and many 
British companies. 
¢ Work Deadline—Under the agree- 
ment with the province, Peace River 
Power had until Dec. 31 to survey the 


Peace River’s hydro opportunities and 
apply for the nghts to develop them 
This month, the company’s directors 
decided to apply. The B. C. govern 
ment has three months to act on the 
application, and its approval is expected 

But even with the sure provincial ap 
proval, the project would run smack 
into Ottawa. If the project must have 
a U.S. market for some of its power! 
to be economically feasible, it would 
have to contend with Ottawa’s no 
power-export policy. External Affair: 
Minister Howard Green repeated it only 
recently with the comment—obvious! 
meant for Peace River’s ecars—that the 
policy would “not be modified to suit 
one group of promoters.” 

As planned by company president W 
C. Mainwaring, the Peace River system 
would be a big job. At Finlay Forks 
where the Finlay and Parsnip Rivers 
join to form the Peace, the company 
proposes to build a rockfill storage dam 
7,750 ft. across. Backing water up the 
Finlay and Parsnip, this dam would 
create a narrow lake 250 mi. long 
Twelve miles downstream, just west of 
Hudson Hope (map), the compan 
would build its power dam. The first 
stage is to be 750,000 kw. 

From this dam, the company would 
run its transmission lines southward t 
tie into the svstems of the government 
owned British Columbia Power Com 
mission and British Columbia Electri 
Co., subsidiary of B. C. Power. ‘lo 
transmit power over such great di 
tances will require 500,000 volts. 
¢ Financing—In all, the project would 
cost $610-million. The money would b« 
raised by present shareholders as well 
as from public offerings of securities 
But in the long run, Wenner-Gren 
would have rewards greater than power 
revenues. 

That’s because the power station 
would not be an end in itself; it should 
open the region’s minerals and timber: 
to exploitation. Availability of amp! 
power would enable him to take ad 
vantage of his grant from the Victoria 
government to develop these resource 
¢ The Public Project—Meanwhile, the 
proposed public project at Mica Creck 
and 1.9-million kw. additional on the 
Columbia in B. C. had been compli- 
cated by Ottawa-Victoria and Ottawa- 
Washington differences. 

Provincial Premier W. A. C. Bennett 
supported the Peace River scheme on 
grounds that diplomatic red tape would 
long delay the Columbia project. ‘his 
opened the way to criticism from his 
constituents that he should be pushing 
Mica Creek because its power would 
be cheaper. And from Ottawa came the 
assertion that postponement of the 
Columbia in favor of the Peace project 
“could make it impossible ever to de- 
velop the Columbia.” 

Last December, Ottawa determined 
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to press its negotiations with Washing- 


ton through the International Joint 
Commission. Bennett said fine, the 
province needed both projects. He and 


Ottawa suddenly found themselves 
surprisinglyv—in agreement. And_ this 
week it appeared that Ottawa and 


Washington delegates to the IJC had 
finally reached a meeting of minds. 


¢ Stumbling Blocks—The stumbling 


block was how the U.S. could pay 
Canada for downstream benefits it 
would derive from Mica Creek’s con 


struction. In Washington state, the 
land bordering the Columbia and _ its 
tributaries is more developed than the 
land bordering the river in B.C. Con- 
sequently, everv proposal to build new 
storage Washington arouses 
squawks because of the inevitable flood- 
ing of lowlands and the relocation of 
cities it would require 

In British Columbia, that problem 
cdloesn’t exist. ‘There it’s a problem of 
justifving a storage dam without figur- 
ing some payment from the downstream 
dams that benefit from the regulation of 
stream flow 
e Agreement—l or a long time, Ottawa 
and Washington wrangled over how to 
determine the downstream benefits that 
would accrue to Washington State from 
water stored at Mica Creck and how 
they should be paid for—in dollars or 
in power. 

Ihe midweek agreement in 
which amounts to a 
to the two 
for Canada: 

e As its equal share of the addi- 
tional power that U.S. dams on the 
Columbia can produce because of Mica 
Creek estimated 2-million 
kw.—Canada will be paid in power, ex- 
ported across the border. 
expected to be half. 

e For the flood control that Mica 
Creek provides in the U.S., Canada 
will be paid in dollars. The amount 
‘will be computed as half the estimated 
damage that floods might have caused. 

e Canada keeps the right to con- 
trol waters of the upper Columbia basin 
as its own development may require. 
¢ Project Race—If the governments 
O.K. the agreement between IJC’s U.S. 
and Canadian delegates, Ottawa and 
Victoria could start building their joint 
$l-billion project in 1961—this they 
agree on if there are no other unex- 
pected delays. 

Until now, the race between advo- 
cates of the Peace River and the Colum- 
bia schemes has been attended by flat 
statements that both aren’t needed. 
hat was still the feeling in Ottawa this 
week. But in B.C. spokesmen for the 
private utilities and the premier said 
that B. C. did need both. How much 
of their optimism is poker playing with 
Ottawa and how much is valid fore- 
casting remains to be seen. 
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Where Congress Drug 


Kefauver inquiry so far has touched only one aspect 
of the booming pharmaceutical industry that has changed its 


whole basis in a few decades. 


The bell has now rung on round one 
of the explosive Senate antitrust sub- 
committee hearings on pricing practices 
within the drug industry, and round 
two will not get started until January. 
In the interval, the smoke is starting to 
clear awav around some of the chief is- 
sues involved. 

Sen. Estes Kefauver (D-Tenn.), the 
subcommittee chairman (picture), is 
still clinging hard to the politically con- 
sequential charge that the American 
public is paving unfair prices for ethical 
drugs—that the pharmaceutical industry 
is profiteering at the expense of a help- 
less public. Says Kefauver: “I think the 
hearings have already shown that prices 
are too high and that there is too large 
a margin between the bulk cost and the 
finished product.” 

Other subcommittee 
not so sure, however. 


members are 
Sen. Alexander 


Wilev (R-Wis.), the ranking GOP 
member, says: “I find nothing to be 
critical of so far.” 

e Worst at First—Within the major 


drug companies themselves, there's a 
definite air of optimism over what's 
ahead. The hearings will probably 
stretch well into the spring, maybe into 
the summer. But from a public rela- 
tions standpoint, the worst may well be 
over for the industry. “Kefauver caught 
the drug companies where they were 
most vulnerable first,” savs one industry 
observer. 

lhe hearings started with a probe on 
prices of drugs used to treat arthritis 
—an ailment that afflicts millions. ‘There 
are still only three main companies pro- 
ducing the steroids used for arthritis— 
Merck & Co., Upjohn Co., and Scher- 
ing Corp. They divide 90% of the 
market among them. 

Still to come are hearings on tran- 
quilizers, antibiotics, anti-diabetic drugs. 
In most of these fields, more companies 
compete; a greater number of drugs 
compete for the public dollar; and 
(largely because they have been avail- 
able longer) prices on most products 
have dropped radically in recent 
months. In a field such as antibiotics, 
one drug executive contends, it will be 
much easier to explain how the indus- 
try operates and the role played by re- 
search and development. 

In such a field, he savs, cases can be 
cited all up and down the research and 
production scale as evidence of a logical 
process through which all new drugs 
must move. The system may be differ- 
ent from that involved in developing 


new products in other industries. And 
it may mean high prices initially—to 
keep research pushing ahead. But it has 
turned out an average of 370 new ethi 
cal drugs each year for the past decade 
¢ Perspective—W hat happens in a new 
developmental field such as the steroids 
used in arthritis must be viewed against 
this background, the drug companies 
insist. In the first round of hearings, 
executives called to testify got no op 
portunity to explain the industry's way 
of doing business. They looked less 
well prepared than did the investigators 
But when the hearings start up again 
next month, there should be a chancc 
to get some of this explanatory testi- 
mony into the record. 

From the industry standpoint, this 
will be all to the good. For the indus 
trv is confident that its system, which 
calls for high pricing of drugs, initiall 
to support continued work to turn out 
new drugs tomorrow, can be justified 

Some other long-time drug indus 
try practices—such as use of “detail 
men” for promotion, and cross-licensing 
—mav be somewhat harder to vindicat« 
But industrv executives feel these, too, 
can be explained 


1. A Changed Industry 


Actually, what the Kefauver subcom 
mittee is engaged in is‘a look at the al 
most unknown trade practices of an 
industry which, in its present form, is 
only a few decades old. The dis 
covery of the original sulfa drugs and 
antibiotics and of new techniques of 
synthesizing drugs launched the indus 
try into an explosive boom-town growth 
that changed its whole economic basis 
and way of operating. 

This is one reason why the drug in 
dustry is still a mystery to most peopl 
—a bigger mystery than probably any 
other industry of like importance. The 
other reason is the usual reluctance of 
companies with a heavy investment in 
R&D, and a high rate of product 
obsolescence, to talk too much. 

The booming growth has brought the 
pharmaceutical industry a long way in 
the past 10 years. From a minor off- 
shoot of the chemical industry—pro- 
ducing medicinal chemicals for com 
pounding by pharmacists—it has blos- 
somed into an independent industry 
that will gross over $2-billion this year. 
e Hot Race—This has meant an aver- 
age growth of about 10% a vear. It 
has also made for an industrv in which 
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Industry Probe Leads 





INVESTIGATOR-Sen. Estes Kefauver (center) brought out his heaviest guns at start. 


no big company, with an investment 
of millions in the development of a 
new drug, can afford to come out sec- 
ond-best on a major new product. So, 
historically, the picture has been like 
this: When one new drug has come 
out, several closely related compounds 
with many of the same medicinal prop- 
erties have usually appeared soon after. 
In many lines, research is still so 
new that one basic discovery scts sci- 
entists off like bloodhounds in the same 
direction—all at once. This means that 
most big companies are likely to be 
running almost identical research pro- 
grams simultaneously. The net result 
is that nobody is apt to corner a new 
market for very long—all by himself. 
When one new product hits the market, 
others quickly come tumbling out. 
Then, as drug executives point out, 
the bloom is off the rose. Prices drop 
fast. Companies have to spend tremen- 
dous sums to sell the superiority (and 
trade name) of their particular prod- 
uct to doctors. It may take years to 
write off the development costs—run- 
ning, perhaps, into millions. So there’s 
no money left over to plow into de- 
velopment of other new drugs, other 
research. It’s for this reason, in part, 
that many have set up overseas subsidi- 
aries to fatten sales and profit margins. 
¢ The Competition—Basically, the 
competitive battle, in development of 
new drugs, involves 16 U.S. companies. 
Among them, these 16 ring up $1.3- 
billion in sales of ethical (prescription) 
drugs annually—two-thirds of the total. 
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Industry supporters cite this number 
of “top companies” as evidence of in- 
tense competition. (In steel, by con- 
trast, six companies account for two- 
thirds of annual sales; in automobiles, 
two.) Critics, however, claim that on 
any one type of drug, competition is 
probably limited to two or three com- 
panies holding commanding patents. 

Ihe true measure of drug industry 
competition is probably somewhere in 
between. The field is still young enough 
and broad enough for companies to spe- 
cialize—hence the tendency to acquire 
a patent position and superiority in one 
area. More and more companies, 
though, have been broadening their 
product base in recent years. 
¢ Knowhow—Techniques (of produc- 
tion, synthesis, fermentation, and so 
on), says one industry spokesman, are 
a drug company’s chief stock-in-trade 
today. It doesn’t matter much whether 
the end product is useful as a diuretic 
or a tranquilizer. If one company can 
pile up enough knowledge about how to 
arrange and rearrange atoms on a par- 
ticular base molecule, it’s the logical 
candidate to make most major discov- 
eries in that area of research. 

Yet it may weed bits and parts of 
knowhow developed clsewhere. So it 
mav often decide to cross-license, rather 
than work out al) the final details of 
some especially sticky development. 
Cross-licensing costs money, but 
through it a company often can also 
pick up vital information needed in 
some other project. More importantly, 


it can free dollars to plow into other 
potentially more profitable research 

As a whole, the pharmaceutical 
dustry is now plowing back ove: 
of annual sales receipts into research 


Larger companies, individually, may go 


up to 10%. “There’s no other way 
maintain position in an industry that 
growing as fast as this one is,” says one 
company president. 


ll. Research, Profits, Prices 


Basic research has been the ke 
some sudden, spectacular profits 
cent years. Upjohn got the jum] 
the field in developing the first 
diabetic drug (Orinase), realized $30 
million before the rest could catch up 
Schering (with the discovery of Predni- 
sone and Prednisolone for arthriti 
boosted its profits from 12 of 
worth to 47% within one vea1 

But these are unusual cases, not 
usual growth pace. Over-all, the indu 
try’s profits on net worth (after ta 
stand at 22%. Bv conrparison 
trial chemicals (no longer in a | 
condition) tallied 16% last vear 

When it pulls out statistics to defend 
its way of operating, the drug indust 
can find other ammunition: 

¢ The wholesale price index 
drugs has declined-gfrom 105.3 in 1947 
to 94.0 last car. 
e On the consumer price in 

the cost of prescription drugs has m« 
almost parallel with increases ii 
items; it was up 19.5 points from | 
to 1958. while all other items clim| 
20.7 points. 
¢ Outlook—The cost of keeping up th 
pace of drug industry research will 
even greater in the future, industry off 
cials sav—one guess is close to a third 
of a billion dollars annually by 1970 
By that time, too, the drug compan 
will have to check out an even gr 
number of new compounds than th 
do now to find one of reasonable 
ket value. Last vear drug laborat 
worked with 114,600 different che 
substances to weed out 1,900 
enough promise for clinical testing 

No one will venture to predict how 
high drug industry sales and promotion 
costs will rise. ‘Today, the big com- 
panies spend about a third of their sal 
dollar on advertising, free samples 
motion literature, and 15,000 detail 
men who call on doctors to explain the 
value and use of the latest new drug 

This—the heavy use of detail men 
and promotion literature—could turn 
out to be the industrv’s Achilles’ heel 
in the coming Kefauver_ hearing 
though. Privately, industry executi 
are hard-pressed to defend the practic 
except on historic grounds, and hope it 
will tend to taper off of itself when the 
current growth explosion in pharma- 
ceuticals quiets down a little. 
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One of a series of analyses 


of key elements in next 


year’s business situation. 


In 1960, American steel producers 
will set a new production record even 
if there’s a strike before a settlement. 
Bevond that heartening _ prospect, 
though, 1960 doesn’t necessarily look 
is shiny as vou might guess. 

[hat’s because 1960 might also see a 
couple more records—in steel imports, 
for example, and in the amount of 
iluminum used by the automotive in- 
dustry And steel peopie figure it's 
iutomatic that in 1960 thev will set a 
new record in time spent defending 
before Congressional in- 
estigating committees 


themselves 


here are some other worries, too 
ittrition without price 
relief, new federal labor legislation. ex 
pansion and modernization programs 
thrown out of phase by the strike and 
ramped by the cash shortage it created 


a vear of cost 


1. Needing a Record 


(he prediction of record ingot prod 
uction with or without a strike is as 
safe as it is simple. Here’s how vou have 
to figure it 

¢ The steel requirements—for con 
sumption alone—of a_half-trillion-dol- 
lar U.S. economy will require enough 
ingot tons to surpass the 117-million 
ton record of 1955. 

¢ Requirements for rebuilding 
steel inventories from todav’s rock-bot- 
tom levels high enough to support so 
large a gross national product will add 
more than 10% to the 1955 record 
vear’s production. 

¢ The sum of those two require- 
ments is a figure so high that not even 
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Record Output, Whether or No 


a month-long shutdown would cut the 
total below 1955’s 117-million ingot 
ton record. And a month-long shut- 
down early in 1960—even though it 
could be more than replaced by high- 
level operations later in the vear—is 
something that simply is not to be 
imagined. Because steel inventories are 
so low, it would leave the economy 
ilmost completely without steel. 

If vou can imagine government, busi 
ness, and labor allowing the steel indus- 
trv and its union to strike for 90 davs 
after Jan. 26, vou can prove that 


domestic steel production next year 
won't set a new record. But that’s the 
only way you can. 


ll. Imports Are Important 


When vou try to figure the margin 
by which domestic steel production in 
1960 will set a new record, the cipher- 
ing becomes considerably thornier. ‘he 
reason for that can be stated in two 
words: steel imports. 

Ihat’s the new dimension that steel 
forecasters wrestle with 
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Here’s an interesting job that’s gone “‘push button’”’—stamping heat 
numbers on hot steel! Now, from a remote console, the operator auto- 
matically sets numbers on the marking head and propels it against the 
steel. The controls, of course, are Allen-Bradley because they provide 

the continuous reliability that is essential to this production. 
The simple, ONE moving part solenoid design of A-B starters and 
relays assures millions of trouble free operations. And the double 
break, silver contacts—used on all A-B control—eliminate costly 
downtime for maintenance. Keep your production lines rolling... 
insist on Allen-Bradley quality motor control. You cannot do better! 


Allen-Bradley Co., 1332 8. Second St., Milwaukee 4, Wis. 
In Canada: Allen-Bradley Canada Ltd., Galt, Ont. 


- ALLEN-BRADLEY 


ember of NEMA The relays and push buttons used in the remote 


7 control console.of this M. E. Cunningham Marking 
Quality Motor Control Machine are all standard A-B catalog items. 
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and they 


davs, 
knowledge of how to adjust to it. Hith- 
erto, imports have never been a factor 
in forecasting domestic production, for 
until this year, we never were a net 


have painfully little 


importer. Now that we are one, for 
every three tons of net imports of steel 
products, you must deduct four tons 
from your estimate of domestic produc- 
tion of ingot. 

¢ How to Figure—lor example, figure 
that the U.S. economy in 1960 will 
require at least 95-million product tons 
of steel. At a 72% vield, that would 
demand 132-million ingot tons from 
domestic producers—for an average op- 
crating rate of 88% of the 150-mil- 
lion ingot tons capacity that will be 
in place. 

Now assume that in 1960, our net 
imports will be 2-million tons—which is 
nicely below the actual figure for 1959. 
l'‘o accommodate that, you must deduct 
2.77-million from domestic production. 
(hat leaves vou a domestic output of 
29.3-million ingot tons. 

From this example, vou almost have 
to extrapolate in both directions. It 
sn't a bit difficult to find steel people 
who figure we'll be luckv indeed if we 
have a net import balance of no more 

2-million tons in 1960. But the 
maddening thing is vou can’t now be 
positive there'll be a net import balance 
it all. 
¢ Unusual Year—After all, shocking to 
the industry as 1959 was in the way of 
steel imports, it weird 
vear. 

It’s almost unthinkable that the for- 

ign producers who poured about 4- 
million tons into this market in 1959 
ire going to walk away from it in 1960, 
even if world demand is high. But 
1959 in the U.S. was a vear of incred- 
ible steel inventory buildup in the first 
half and even heavier drawdown in the 
last half. Predictably, our exports went 
‘off sickeningly. 

Che U.S. steel market won't be any- 
think like so easy and profitable an out- 
let for the foreign producer in 1960 as 
it was in 1959. Even so, it’s the world’s 
largest steel market, with the highest 
price level and, at least in some prod- 
ucts, the highest costs. Hence, it 
simply has to be a target for the foreign 
producer who figures on exporting. 

U.S. steelmakers know very little, 
really, about the intentions of foreign 
producers, but they anticipate the worst 
ind are figuring how they can beat it. 
One weapon, whenever a_ settlement 
with the union finally is reached, likely 
will be some very selective price cutting 
-aimed squarely at the products that 
are imported in greatest volume. 
¢ Certainty—This much is plain: The 
first half of 1960 will bring a furious 
inventory scramble in this country. De- 
mand will be highest then, the price 
level strongest. U.S. competition in 


1 


than 


Was a steel 


34 


world markets will be weakest. Hence, 
it would be startling if steel imports 
didn’t peak in the first half—and at 
higher levels than the 1.9-million tons 
that came in during the astonishing 
pre-strike scramble in the first half of 
1959. 


Ill. Playing the Numbers 


Odds are that the domestic steel in- 
dustry will produce about 35-million 
ingot tons in each of the first two 
quarters next year, regardless of the 
level of imports. If you assume im- 
ports at the levels of 1959's two biggest 
quarters—1.1-million tons each—and ex- 
ports at the 1959 first-half level, you'd 
have furnished the U.S. economy with 
51.5-million product tons during the 
first half. 

Steel in that volume in that period 
would mean you had supplied every 
consumption need of a booming econ- 
omy and accomplished a whale of a lot 
of the inventory rebuilding job—con- 
ceivably all of it. 

And, on the expectation that the 
economy will require 95-million product 
tons during the year, you'd then need 
only +43.5-million tons more. This 
would mean that, with an average 
operating rate of about 93% in the first 
half, you'd only need an average oper- 
ating rate of 80% in the second half. 
On the industry’s normal seasonal pat- 
tern, that would suggest third-quarter 
operations at 75% and fourth-quarter 
production at 85%. But there are some 
real complications. Steel buyers are 
hardly going to react so rapidly and 
uniformly that you can slice 18 points 
off the operating rate overnight. 
¢ Reverse Pattem—Thus, a reversal of 
steel’s traditional last-half pattern seems 
to be in the cards—with higher produc- 
tion in the traditionally slow third 
quarter than in the normally strong 
fourth quarter. For by the fourth quar- 
ter, quite a few people might be ex- 
pecting a business slump in 1961. Those 
who did would be buying cautiously, 
protected by a long-term steel labor 
agreement and plenty of capacity—re- 
acting, in short, exactly as they did in 
November and December, 1957, under 
identical circumstances. 

Speculatively, then, the third quarter 
might produce 31-million ingot tons, 
for an 82.6% operating rate, and the 
fourth quarter might add an additional 
29-million tons, for an operating rate 
of 77%. 
¢ Import Trend—The next complica- 
tion in forecasting steel’s second half 
in 1960 is, naturally, imports. 

You can assume foreign producers 
will be hip-deep in the market during 
the predictable first-half scramble for 
steel—and that domestic producers 
won't be able to fight them off very 
effectively. 





In the second half, however, supply 
will be well above demand. Then you 
can look for the first clear indication of 
how serious, and how permanent, the 
foreign invasion of the U.S. steel 
market may prove to be—and how seri- 
ously U.S. producers may have priced 
themselves out of world markets. 

There’s simply no way of telling, a 
vear in advance, how that tussle will 
turn out—so little is known here of 
foreign steel strategy. But if foreigners 
do as well here in the second half as in 
the first, you can cut U.S. production 
in the second half from, say, 60.4-mil 
lion tons to about 58.8-million. 


IV. Headaches Unlimited 


On any such basis, steel isn’t going to 
have a particularly enjoyable time as it 
sets its predictable new production 
record. And beyond that production 
record, the industry’s prospects for 1960 
aren’t very cheerful. 

Since 1960 is a Presidential vear, and 

since 1959 brought a total breakdown 
of labor-management relations in steel, 
the industry figures it will be investi- 
gated uphill and down from the day 
Congress returns until the nominating 
conventions start. And there will be 
endless hearings on legislation to pre- 
vent a recurrence of the 1959 break- 
down in so basic an industry. 
e Auto Challenge—In Detroit, 
faces the first serious assault, in terms 
of tonnage, on its vast automotive 
market. The attacker: aluminum. The 
market: automobile bumpers. 

Aluminum has made some sparkling 
gains in the automotive market during 
this decade—it has doubled its sales per 
car since 1954. Bust most of that has 
come at the expense of cast iron and of 
other non-ferrous castings, and the steel 
that has been displaced has been spe- 
cialty steel—more a poundage than a 
tonnage market. To the extent that 
aluminum is used for bumpers, it'll 
come right out of an attractive tonnage 
market for carbon steel sheets 
¢ Plant Growth—in capital spending, 
the outlook is cloudy. Steel has no end 
of investment that it’s anxious to make, 
and some attractive cost reductions to 
realize by making it. But the strike 
will have been hard cn earnings, and 
it will have caused about nine months 


steel 


of delay and unsettlement in what 
would otherwise have been a_high- 


spending year. 

One feature of 1960 for steel: There 
are some technological accomplish- 
ments at hand that promise to be al- 
most staggering. If steel can hold its 
price level steady for a couple of years 
—the whole point of its 1959 struggle— 
and put into operation this new tech- 
nology, it should be in vastly better 
shape to buck foreign competition a 
couple of years hence. 
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In test chambers of the U.S. Army... 


Nickel meets the torture of man-made weather 


Sometimes it’s as steaming as the 
Malayan jungle...sometimes as hot 
as the Sahara...and then an arctic 
storm blows in. Nowhere in the 
world does Nature brew up such 
changeable weather as men do in 
Philadelphia. 

Here in weather chambers of the 
U.S. Army, military equipment 
undergoes weather conditions that 
make Mother Nature seem like a 
gentle old soul by comparison. 

If you think this is tough on the 
equipment, how about the chambers 
themselves. The equipment is in 
and out, but the chamber has to 
take it for test after test. That’s why 
the designers line them with a 
Nickel Stainless Steel—Type 18-8. 
Nickel Stainless Steel can take it. 
It’s corrosion resisting in the wettest 


atmosphere. It withstands sub-zero 
temperatures. The shocks of see- 
sawing “weather” conditions harm 
it not at all. 

Still another Nickel alloy—a 
nickel-chromium type — lines heat 
test units where temperatures get 
up over 1200°F. Another nickel- 
chromium alloy is used for the glow- 
ing heating elements. 


Make your own forecast of what a 
metal must face — Nickel and its 
alloys can help you meet the chal- 
lenge. Is it ability to meet stress, 
fatigue, heat or cold, corrosive 
atmospheres or a combination of 
these? We may be able to help you 
find the answer in Nickel. Just write. 
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Weather chambers like this one designed by 
Tenney Engineering, Inc., Union, N. J., are 
lined with Nickel Stainless Steel. Notable 
installations include those at the U.S. 
Army’s Frankford Arsenal, and Sperry 
Gyroscope Company, Long Island, N. Y. 


The International Nickel Company, Inc. Inco, 67 Wall Street - New York 5, N. Y. 
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NICKEL MAKES ALLOYS PERFORM BETTER LONGER 

















In Business 


Supreme Court to Rule on Allowance 


For Mineral Depletion and on Gifts 


The U.S Supreme Court this week disposed of cases 
ranging from obscene books to railroad mergers, and 
accepted another batch of important cases for decision 
before next June. 


Depletion allowance. ‘The court will rule on a lower 
court decision allowing mineral industries, other than oil, 
to base their depletion allowances on the value of the 
finished or semi-finished materials they process, rather 
than on the value of the raw material. The government, 
in appealing, says this ruling will cost it an estimated 
$589-million a year in revenue. 


Gifts. The court agreed to decide the difference 
between a tax-free gift and taxable income in two cases. 
In one, the government is appealing a ruling that a luxury 
car—given to a Dayton businessman by a business friend 
to whom he had supplied a list of potential customers— 
was a gift. In the other, a taxpayer is appealing a ruling 
that the government can treat a $20,000 payment from 
New Y ork’ s Trinity Church to a retiring official as taxable 
income, though the church intended it as a gift. Earlier, 
the court had agreed to rule on whether strike benefits are 
gift or income. 


Rail merger. The court upheld Interstate Commerce 
Commission approval of the joint acquisition of the 
l'oledo, Peoria & Western RR by the Atchison, Topeka 
& Sante Fe and the Pennsylvania RR. Another railroad 
and the states of South Dakota and Minnesota claimed 
the deal violated the antitrust laws 


Gas rates. The court ordered the Federal Power Com- 
mission to take another and closer look at prices to be 
charged by natural gas producers before it authorizes a 
huge new sale of gas for Eastern consumer areas. The 
court wants FPC to reconsider its 1958 ruling in a case 
affecting Transcontinental Gas Pipe Line Co. 


Ceiling on Oil Imports Raised, 
Mostly to Gain Residual Fuel 


For the first six months of 1960, U.S. oil companies 
will be permitted to import a total of 1,529,943 bbl. 
a day of crude oil and petroleum products. under the 
government's mandatory controls. That’s about 80,000 
bbl. a day above the present allowance, with most of the 
increase going into residual fuel oil, used industrially to 
fire boilers. 

The 5% increase is attributed largely to the pleas of 
major companies that they could not meet demands for 
residual fuel oil, especially in the Eastern states. Imports 
of crude and all products except residual fuel are tied to 
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ie Interior Dept. estimates of demand, which show a 
35,000-bbl.-a-day rise in the coming six months. 

The Interior Dept. had planned to boost the residual 

fuel allowance by 100,000 bbl. a day—from the present 


365,000 daily bbl., but after squawks from the coal 
industry it settled on a 62,000-bbI. increase. 

Meanwhile, the Administration’s program is being hit 
from both sides in Congress. Sen. Yarborough (D-Tex.) 
wants a law to provide stronger controls than a mere 
executive order. Sen. Morse (D-Ore.) is studying a report 
on the effect of controls on Latin America, where the 
wails of Venezuela have been notably loud. 


Antitrust Case Against Vanadium 
Buyers Leads to Big Jury Award 


A jury in U.S. District Court, Salt Lake City, this 
week awarded more than $4.5-million in triple- -damage 
civil antitrust actions against Union Carbide Corp., 
Vanadium Corp. of America, and three Union Carbide 
subsidiaries. The companies were accused of conspiring 
to fix prices of vanadium oxide ore and semi-processed 
ferro vanadium (used in alloying steel) since 1938. 

The largest award, about $4.4-million, was to 36 inde- 
pendent miners, on a formula based on their sales of 
carnotite ore to defendant companies. ‘The jury also 
upheld a separate claim by 300 or 350 miners, with the 
same formula to be applied as they bring their figures 
to court. 

Two previous actions on the same issue had gone in 
favor of the companies: A Justice Dept. criminal anti- 
trust case in 1957, tried in Denver, and a civil suit by 
Continental Ore Corp., a milling company, tried in San 
Francisco in June, 1958. 

The defendant companies announced that they would 
appeal the Salt Lake City verdict. A Union Carbide 
spokesman says the activities in question involved gov- 
ernment-directed operations (carnotite ore was the initial 
source of uranium for the Manhattan Project), adding 
that attorneys advise that “the points available for appeal 
are all meritorious.” 


Business Briefs 


Swank towns and research laboratories near a big 
swamp in New Jersey’s Morris County were in a dither 
this week over a proposal by the Port of New York 
Authority to build a huge jet airport in the swamp to 
serve the metropolitan area. Residents fear for their 
repose and the labs for their delicate instruments because 
of jet noise and shock waves. 


Close on the heels of a Federal Trade Commission 
complaint, Radio Corp. of America agreed to a consent 
decree forbidding it to give payola to disk jockeys or 
anyone else for broadcasting its records. RCA hailed the 
decree—which contained no admission of guilt—as “very 
constructive” and in the best interests of the whole music 
industry. 

FTC had also cited two other big record companies 
and six distributors. 
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Can Bemis 
“create-ability’’, 


save YOU ,% 
manufacturing losses? 





Bemis flexible packaging may solve your problem 





BEMIS PACKER-ETTE comiblionh we eight accuracy (plus VALVE ON A VALVE! Sifting from valved fertilizer bags 
or minus 2% ounces on 100-lb. bags) with compactness caused “‘shrinkage”’ in handling, meant plant sweep-up, 
. makes possible the use of modern bag-packing ma- downgraded the reclaimed product. Bemis DUETTE,® 
chinery by even small or medium-sized operations. closest yet to a siftproof valve bag, benefited an entire 
Bemis builds a complete line of bag-packing equipment. industry. Could Bemis flezible packaging help you? 
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Bemis may already be making the better package you need. 
Write: Product Development, 408-D Pine Street, St. Lovis 2 
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Marlow Pumps in oil refinery application 








Booster Pumps 


Marlows pump 
everything! 





Division of 
Bell & Gossett Co. 





If you can’t shovel it, 
you can pump it with a Marlow! 


Marlow Pumps are designed to serve the many activi- 
ties of modern industry in which transfer or re-circula- 
tion of liquids is required. For over a quarter century, 
this division of the Bell & Gossett Company has devel- 
oped and improved its line ot pumps, establishing a 
reputation in many fields for efficiency and durability. 


For handling municipal and industrial wastes, for 
construction work or any pumping operation where 
heavy liquids or sludges are involved, Marlow plunger 
and diaphragm pumps are noted for their outstanding 
performance. Where water, petroleum products, clean- 
ing solvents or other clear liquids are to be pumped, 
Marlow self-priming and straight centrifugal pumps 
are available in a wide range ot types and capacities. 
In the petroleum industry, for example, Marlow Pumps 
play an important part in both field operations and in 
distribution. 


Whatever your pumping needs you can handle them 
efficiently and dependably with a Marlow Pump. 


Beit & GOSSETT 
COM PAN Y 
_ Dept. FZ-30, Morton Grove, Illinois 


Other plants at 
Chicago, Illinois ¢ Midland Park, N. J. 
Longview, Texas « Gladstone, Michigan 
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The rise of the aged as a vital political force bears watching. In political 


terms, the urge to “do something for the old folks” is one of the most under- 
rated issues. 


A current good example: the headline-catching drug price inquiry being 
conducted by Sen. Estes Kefauver (page 30). There are many motivations, 
but the one that drives Kefauver as hard as any other is the recurrent pro- 
test that drug prices are so high as to mean either deprivation or financial 
hardship for the aged, who require the most medical care. 


This is the prospect: an intense drive to provide more federally financed 
welfare services, accompanied by Washington intervention to assure the 
aged a better competitive status in employment. 


Note the implications for all of business. 


Mandatory retirement policies in industry will come under attack, on 
the general premise that mere chronological age should not determine 
whether an individual is—in one of the favorite phrases of the old age 
lobby-—“‘forced to the sidelines.” 


A federal anti-age discrimination law is a likely result. It may not come 
in 1960, but the feeling here is that such an act is inevitable in the reason- 
ably near future. This could do two basic things. First, it could require 
elimination of maximum age limits in help-wanted advertising. Second, it 
could forbid government contractors to discriminate against the aged in 
employment—in the same fashion that government contractors now are not 
supposed to discriminate on racial or religious grounds. 


One strong probability for 1960: raising to $2,400, from $1,200, the 
outside earnings permitted each year without penalty to Social Security 
pensioners. The Administration probably can halt more sweeping proposals 
temporarily with the argument that action should be withheld until after a 
nationwide, White House-sponsored conference on problems of the aged. 
This is scheduled for January, 1961, just as Pres. Eisenhower goes out 
of office. 


Politicking will be thickest on the welfare side. A wide variety of legis- 
lative proposals are floating around, pointing toward federal guarantees of 
higher income, or better housing, or full medical care—or all three—for the 
aged. 


Social Security tax increases are the most commonly advanced means 
for paying for an expanded portfolio of benefits. For example, the Townsend 
Plan—pensions for all—has been revived and finds some surprising support 
among both Democrats and Republicans. It proposes a 2% Social Security 
tax on all gross business and personal income. 


You'll hear a lot about the Forand bill for medical insurance, which the 
strategy indicates to be a first goal in the drive toward a fuli package of 
welfare proposals. The work of Rep. Aime Forand (D-R. I.), this would raise 
the Social Security tax %% to pay for hospital, surgical, and nursing home 
care for the aged. j 


Private medical insurance efforts—just now moving into high gear— 
to work out Blue Shield-type coverage for older citizens would come to a 
virtual halt if the Forand bill were enacted now. But the bill’s advocates 
retort that even big-scale extension of private contract coverage for older 
citizens would still leave millions of indigent aged without any protection. 
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Thus, the feeling grows that—if not in 1960, certainly some year soon— 
a Forand bill or some variation of it will be written into the law books. 


As an influential bloc in the population, the aged are gaining by leaps 
and bounds. 


From Washington’s viewpoint, the most vital statistic: In 1960, more than 
20% of the voting-age population will be 60 or older. In future years, the 
percentage will show a steady rise. By 1970, it will be 23% or more. Both 
major party platforms in 1960 will pay special attention to the older 
Americans. 


The aged can make effective use of their votes. In Washington State 
and Colorado, for example, bloc voting by elder citizens has carried elections 
—where the issue of state spending for old-age benefits was put to the public. 
And in California, bloc opposition by the aged is credited with defeating some 
local school bond issues. The old folk’s lobby, just now beginning to flex its 
political muscle, is going to be one of Washington’s most powerful in the 
years ahead. And its efforts will find sympathy with younger voters whose 
aged parents would be direct beneficiaries. 


The Republican victory in Iowa’s special Congressional election this 
week is a morale booster for the GOP. The party recovered a seat it lost in 
1958 for the first time in the history of Iowa’s 4th District. But party pros 
are wary about using this week’s vote as the basis for any sweeping fore- 
casts about 1960 and the Farm Belt. 


Nevertheless, the strategy of the winner, John Kyl, contains a lesson 
that many another Farm Belt GOP candidate will study hard between now 
and next year’s elections. Kyl disavowed the Benson-Eisenhower farm policy 
but found considerable popular response to the “‘peace issue” that will be so 
big for Republicans next year. 


Agriculture Secy. Benson’s stock with GOP professionals is at an 
all-time low. They are angry with him anew because last Monday, on the 
eve of the Iowa special election, he rushed into print with his new refusal to 
resign. The refusal surprised no one, but GOP professionals burn because 
the Secretary didn’t wait until after the election to say so. 


Vice-Pres. Nixon’s primary campaign strategy for 1960 is fairly well 
settled. He intends to be drawn into only a handful of preliminary “beauty 
contests” with Gov. Nelson A. Rockefeller, and most of them in states that 
are considered by his supporters relatively safe for the Nixon side. 


An early Nixon-Rockefeller showdown in New Hampshire is virtually 
guaranteed. Gov. Wesley Powell, who has been holding out for favorite son 
candidacy for Sen. Styles Bridges, gave up this week and became Nixon’s 
New Hampshire campaign manager. This clears the way for Nixon to enter 
the state’s Mar. 8 primary, first in the nation, and to do it backed by the 
support of almost every principal GOP politician in New Hampshire. 

Other probable primaries for Nixon are Apr. 5 in Wisconsin, where 


Rockefeller got a cool reception from Republicans this week; May 20 in 
California, Nixon’s home state, and June 7 in another Far Western state, 


zegon. 
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Mrs. G. Mortimer Throckmorton Has Strong Convictions 


Mrs. Throckmorton is comfortably confident that she knows better than 

anyone on her Christmas list exactly what gift they will like best. How does OXFORD 2 

Mrs. Throckmorton get such strong convictions? Just as millions of other P a = 

Americans—from what she reads in magazines, advertising booklets and leaf- Ye Petts) 

lets. Moral to advertisers: To get your message over with utmost conviction, Rh 

there’s nothing like the power of the printed page. es —y 
4S 


OxFrorD PAPER COMPANY 


230 Park Avenue, New York 17, N. Y. % Sales offices in NEW YORK *% CHICAGO *% BOSTON 


PRINTING PAPERS FOR BOOKS, MAGAZINES, COMMERCIAL PRINTING, BUSINESS FORMS AND PACKAGING 
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Can savings like these 
be made in your plant? 


A Mobil Program of Correct Lubric 
helped these companies save $234,4. 
in maintenance costs. Find out how 


it can help you improve your profits 


The dollar-savings shown at left are just a small part of Mobil’s 
proof-of-performance story. We show them here to emphasize tha 
Mobil does not merely promise results—a Mobil Program of Correct 
Lubrication delivers in terms of improved production, increased 
profits and lower maintenance costs. In fact, very often dollar savings 
far exceed the purchase cost of lubricants. That’s what makes the 
Mobil program so attractive to management. 

Mobil originated the lubrication program idea to solve a basic 
problem. The finest lubricants cannot deliver their full potential unless 
they are applied correctly and unless machines are maintained cor- 
rectly. For that reason Mobil makes available a complete lubrication 
program—trained lubrication engineers work with your plant per- 
sonnel . . . conduct in-plant training courses . . . give you periodic 
reports on benefits achieved. 

These benefits, and many more, are yours with Mobil Correct 
Lubrication . . . the original lubrication program. 


Send for your free copy: 
A Mobil Program is adaptable to every kind 
of operation . . . every kind of industry. 
This 24-page booklet reveals the effective- 
ness of Correct Lubrication in cutting 
costs in a variety of plants. Write to 
Mobil, Room 2060A, 150 E. 42nd St., 
New York 17, N.Y. for your copy. 





‘OF CORRECT LUBRICATION 
SAVES *234.435 FOR 8 LEADING CO! 
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Candidates to Power 
the Mid-60 Autos 





Gasoline Reciprocating Engine 


Free-Piston Gas Turbine 


The Gasoline Engine E 


Ever since Model T days, the auto 
industry has been promising its cus- 
tomers a cheaper and more efficient 
power plant. Instead of anything rev- 
olptionary, it has offered merely refine- 
ments of the old standby, the gasoline- 
fueled reciprocating engine, while 
steam and_ battery-powered _ electric 
autos vanished from the market, elimi- 
nating a choice. 

If you're to have a chance to turn in 
vour 1966 Six for anv radical sort of 
automobile, the new power plant is 
undoubtedly among those in the draw- 
ings above. Which—if any—of these 
engines supplants the present type will 
depend on development work that’s 
being stepped up behind the closed 
doors of automotive research labs. 

The mid-60s are singled out as a 
time for decision because, by then, a 
number of new power plants are ex- 
pected to be as ready as they ever will 
be. It will be a painful choice for 
Detroit. 

The auto companies have millions 
of dollars invested in conventional pro- 
duction machinery; they think they 
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know what the customers will want a 
half-dozen years from now, and they 
have designs under way for the cars 
of the mid-60s. Choice of a radical 
power plant would be a break away 
from the familiar world, vet competi- 
tion might compel it. 
¢ Range of Choice—In the running for 
selection by the industry are these 
power plants: 

e The conventional gasoline en- 
gine, which is still the one that has to 
be beat. 


¢ The pas turbine and its near 
cousin, the free-piston gas turbine. 
e The electrics, running either 


from a_ battery 
from a fuel cell. 

¢ The rotary combustion engine, 
the most recent of all types to be pro- 
posed. 

e The compact and lightweight 
diesel, which is already showing up in 
some taxicabs. 

Detroit also indulges from time to 
time in grandiose talk of atomic power 
and solar engines. But this is the 
dreaming of stvlists and theorists, and 


or, more probably, 








villi 


Still on 


their own colleagues in engineering 
departments are quick to discount such 
blue sky stuff. 

For that matter, most hard-bitten 
Detroit executives are skeptical that any 
other power plant in the next few 
years has a prayer of shoving the gaso- 
line piston engine to one side. 


|. Hard to Surpass 


Any new power plant must be 
judged against the good points of the 
standard gasoline auto engine, and 
that’s a tough comparison. The longer 
the gasoline engine has held sway, the 
more it has been improved, and it is 
still being refined—any rival power 
plant must compete not with today’s 
gasoline engine but the improved 
models of the mid-60s. Besides, the 
auto companies have been building this 
engine in million-unit lots for a long 
time now. They have learned how to 
build it economically, and they have 
the machinery to do it. 

To: displace the meg engine in 
autos, a new power plant must be inex- 
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pensive to produce, which means adapt- 
able to mass production methods, and 
must operate more cheaply on readily 
available fuels or electricity. 

¢ What Motorists Demand—F'rom the 
viewpoint of the car owner, an engine 
must start easily, even in rain or cold. 
It must provide plenty of pickup and a 
reserve of power for hill-climbing or 
passing on the open road. For low 
maintenance cost, the engine must de- 
liver this power at reasonably low revo- 
lutions per minute. 

Any engine that powers a vehicle 
must be designed to operate well at a 
wide range of speeds. Nearly all engines 
have a best speed, and many perform 
badly when they get very far from 
that. 

Styling puts still other demands on 
developers of a new engine. First of all, 
the power plant must be able to fit into 
2 shape that the public will agree is 
‘oper for a car. Second, it must be 
light enough in weight not to add dead 
load or to upset the balance of the 
car. 


¢ Only One Measures Up—Right now, 
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the conventional piston engine is the 
only automotive power plant that meets 
all these requirements, not that it’s be- 
vond criticism—far from it. 

Motoring buffs who are interested 
only in the performance of an engine 
and not in the economics of its produc- 
tion are loud in their complaints that 
Detroit’s power plants are too big, too 
cumbersome, more powerful than neces- 
sary, and gulp too much fuel and too 
fancy a fuel. 

In answer to such criticisms, the in- 
dustry has quietly shifted away from 
the V-8 horsepower race toward more 
economical 6-cvl. engines. Standard 
sixes are making a comeback with the 
economy-minded public. and the new 
compact cars are powered bv light- 
weight sixes that get around 25 mi. to 
the gallon. 
¢ Mcre Refinements—The industry is 
also preparing a string of improvements 
in the gasoline engine that should ex- 
tend its useful life. 

For example, field tests are being run 
on transistorized ignition systems (BW 
—Feb.28'59,p78) that eliminate the 








The Electrics: Powered by 
Battery or Fuel Cell 


Rotary Combustion Engine 


Top, but It's Being Challenged 


sometimes troublesome distributor and 
may prolong the life of spark plugs 
Combustion chambers are being rede- 
signed to make better use of the newe1 
fuels. 

Engineers are also studying ways of 
individually driving and _ controlling 
such accessory items as the engine fan, 
generator, water pump, power stcering 
pump, and the like. Now, all these 
accessories are driven by belts or gears 
to the main crankshaft. When the en- 
gine is running at high speed, they eat 
up more horsepower than they actually 
need, wasting fuel. 

Changing to aluminum rather than 
iron engine blocks should also improve 
performance. The weight saving in it 
self helps to cut fuel consumption; 
aluminum, not so susceptible to corro- 
sion, may need less maintenance. ‘lhe 
light metal’s ability to dissipate heat 
opens the way for air-cooled engines, 
which in turn save weight (no radiator 
or water pump) and maintenance 
problems, including overheating and 
freezing. 

The Corvair’s pancake-6 is an alumi- 
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| BE YOUR OWN BOSS! 
EARN $5,000-$10,000 
IN YOUR SPARE TIME 


Own your own licensed 
unattended coin-metered 


Westinghouse 






half-hour 
laundry 
store 


BE FINANCIALLY independent with a 
substantial second income. Your own 
prestige Westinghouse Laundromat 
store is easily managed in a few 
hours a week while you keep your 
present full time business, profes- 
sion or job. Maintenance and service 
can be contracted out to an inde- 
pendent Authorized ALD Serviceman 
at a modest cost. 
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YOUR INVESTMENT NETS 
| 25%-50% ANNUALLY. | 
| WE CAN FINANCE YOU! | 
| BECAUSE ALL equipment is auto- | 
| matic, coin-metered and easily oper- | 
| ated by customers without need of | 
| attendants, many Laundromat stores | 
are open 24 hours a day, 7 days 
a week—making money for you even 
j while you sleep! There are no labor i 
| problems, no high overhead, and no | 
1 inventories. 1 
| WE HAVE helped plan over 9500 | 
profitable laundry stores, now owned 
and operated by salesmen, investors, 
j doctors, lawyers, teachers, business- ; 
| men and production workers. ALD | 
| is gan international organization with | 
| the experience and know-how essen- | 
| tial to the greatest profit on your | 
1 investment. ALD can finance up to 
1 90% of your total purchase . . . offer 
| you the longest financing period 
; and the lowest monthly installments. | 
| 
| 
| 
| 
| 
| 
| 


NO EXPERIENCE NECESSARY | 


OUR STAFF of 400 field experts | 
works with you on location, store | 
planning, training and continuing | 
promotional help. For full informa- | 
tion, call, write or wire today. 


I 
| 
ALD, Inc. | 
7051 N. Western Ave., Chicago 45 l 
OFFICES IN 44 PRINCIPAL CITIES | 
Detroit * St. Louis * Cincinnati | 
Cleveland * Minneapolis * Dallas | 
| Kenner, la. * Jacksonville * Los 1 
| Angeles * Burlingame, Calif. * Seaftle | 
ALD NEW YORK, Inc. Long Island { 
City, N.Y. * Malvern, Pa. * Timonium, | 
Md. * Pittsburgh + Natick, Mass. 
ALD CANADA, LTD., Toronto eis, inc. 1960 J 
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num engine, and three other cars are 
expected to come out with aluminum 
engines next year. 


ll. Gas Turbines 


The gas turbine (BW-—Jan.17’59, 
p38) is the type of power plant that the 
auto industry has been considering 
longest as a possible replacement for the 
gasoline engine. Its charm is its light 
weight and its simplicitv—this turbine 
is basically a series of fans rotating in 
a stream of burning gases. 

The wav the auto industry was talk- 
ing several vears ago, the gas turbine 
was just around the corner. But that’s 
where it has staved. Its advent has 
been delaved bv cost of high-tempera 
ture metals needed for some parts and 
bv the fact that a turbine works best 
at nearly top speed, with fuel consump- 
tion jumping alarmingly when it is 
running at half-speed or less. 

Still, the industrv’s consensus is that 
the gas turbine is not manv vears away, 
at least for some uses. 
¢ Late Developments—As a sign of 
progress, Allison Div. of General Motors 
Corp. is producing 13 prototype pro- 
duction models of gas turbines that it 
expects to test in a varietv of jobs, in- 
cluding trucks. These engines are 
scheduled for early January delivery. 
They cost $35,000 apiece, but Allison 
spokesmen say they could probably be 
mass-produced at a cost comparable 
with turbo-charged diesels of the same 
horsepower. 

Wiliams Research Corp. of Walled 
Lake, Mich., has announced a 75-hp., 
75-Ib. regenerative gas turbine, about 
the size of a large outboard motor, that 
it savs can be mass-produced even more 
cheaply than gasoline piston engines. 
Its turbine rotors are made of conven- 
tional alloys, and manufacturing 
costs are reduced bv extensive use of 
aluminum alloy die castings. 

Chrvsler Corp., most bullish of the 
Big Three about the gas turbine as an 
automotive power plant, reports great 
progress with its own turbine. Last 
vear, an experimental turbine-powered 
Plymouth averaged 19.4 mi. to the gal- 
lon on a 576-mi. test run. That’s with 
diesel fuel, a few cents cheaper than 
gasoline. 


lll. Free-Piston Turbine 


The free-piston tvpe of gas turbine 
has always intrigued engineers. On 
paper at least, it has many advantages. 
It is a hybrid in which two pistons 
bounce freely back and forth in a single 
cylinder to compress and exhaust the 
gases. When the fuel mixture is ig- 
nited by the heat of compression, the 
burning gases are led off to drive a 
power turbine. 


Both Ford Motor Co. and GM have 


installed free-piston engines in test 
vehicles, but in practice the engines 
have failed to live up to their promise, 
according to reports. Maintenance is 
said to be another problem that will 
have to be taken into consideration. 


IV. Electric Drive 


The battery-powered electric, beloved 
of genteel ladies of a few generations 
ago, shows signs of a mild comeback. 
However, batteries are still costly and 
bulky, and there is just so much battery 
you can build into a car or truck. This 
limits mileage between rechargings. 
Milk delivery trucks, which get only 
about 5 mi. to the gallon because 
they're always in low gear on their 
door-to-door rounds, seem the likeliest 
possibilities for use of the battery- 
powered electrics. 

But electric power doesn’t necessarily 
mean batteries. The power source that 
has created the most excitement in the 
past year has been the fuel cell as 
power for an electric motor.  Allis- 
Chalmers Mfg. Co. this fall demon- 
strated a 20-hp. tractor running on a 
fuel cell that uses propane gas (BW— 
Oct.17°59,p33). 

Detroit generally pooh-poohs the fuel 

cell as an automotive power source. 
The oil companies, which also have 
high stakes in any shift in auto power, 
are divided iu opinion. An Esso Re- 
seatch & Engineering official, for ex- 
ample, sees more potential in it than in 
anv other new power svstem, while a 
Shell official says its chief appeal is its 
novelty. 
e Fuel Cell Virtues—luel cells can op- 
erate on standard hvdrocarbon fuels, 
whose chemical energy they convert di- 
rectly into electricity. A catalyst helps 
to break the fuel into negative and pvosi- 
tive ions, whose flow to the respective 
terminals in the cell produces the 
charge of electricitv. 

Enthusiasm for fuel cells is centered 
around their high efficiencv: Thev con- 
vert at least 60% of the fuel’s chemical 
energy into usable power, compared 
with around 32% for the most efficient 
reciprocating internal combustion en- 
gines. The electric motors, too, are effi- 
cient and easily controlled, and thev 
draw no power when the vehicle is 
standing still. 
¢ Two Drawbacks—Fuel cells might 
have a smoother path to acceptance if 
it were not for (1) the problem of find- 
ing a durable and inexpensive catalvst 
that will work at ordinary temperatures 
and (2) the cell’s bulk. 

The Allis-Chalmers cell, for instance, 
takes up the tractor’s entire engine 
space. It requires 1,008 cells to pro- 
duce 20 hp. However, Allis-Chalmers 
people say it should be possible to elimi- 
nate two-thirds of this bulk, and some 
optimists suggest such a unit could be 
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...is anew PFAUDLER PERMUTIT program providing a modern, 
imaginative approach—plus the specialized materials and equipment— 
for handling and processing more profitably the liquids and gases which 
are the lifeblood of our manufacturing economy 











places. 








FLUIDICS ON THE ROAD 
Lever Brothers get Glasteel protection 


against corrosion in tank truck 


Rogers Cartage Company asked us to build twin Glasteel 
tanks for this truck when their good customer Lever Brothers 
found that glass carboy packaging of a certain fatty acid 
chloride took too much time, cost too much in freight, and 
presented an intolerable breakage problem. 

The Glasteel tanks prevent any contamination of the 
chemicals carried and are fully resistant to the corrosives 
present. Each truck can carry two different chemicals if 
necessary. . 

It’s significant that Lever Brothers also uses Glasteel stor- 
age tanks, pipe, fittings and valves to further protect their 
products in subsequent processing. 








FLUIDICS IN GERMANY 
How Pfaudler works from inside 
the European Common Market 


Like so many commodities, fine chemicals are booming in Germany; 
Pfaudler equipment is there helping the boom. 

These three 12,000 liter reactors were fabricated by our German subsid- 
iary, Pfaudler-Werke A.G. (established in 1907). 

Riedel-de Haen in Seelze, Germany, uses them to produce some 500 fine 
chemicals to purity specifications that stretch out to five and six decimal 


and 


The reactors use the same Glasteel construction and quality developed in 
our American plants and are completely resistant to corrosion from all the 
acids except hydrofluoric and from most mild alkalies. 

Since we are located inside the Common Market, we can offer unusually 
valuable services on process equipment for any plants you might have there. 


FLUIDICS AND PULP 





New growth in Southern paper 


industry aided by Glasteel enpnet 


The new 300 ton a day kraft paper 
mill of Marathon Southern Corpo- 
ration at Naheola, Alabama, pro- 
duces exceptionally high-bright- 
ness pulp without loss in strength, 
thanks to modern chlorine dioxide 
bleaching. 

Chlorine dioxide must be gen- 
erated at the mill, since hazard of 
explosion and toxicity prevent safe 
transportation. The generating 
process involves several viciously 
corrosive chemicals which would 
ruin ordinary equipment in a mat- 
ter of days. 

Marathon Southern and more 
than 30 other mills use Pfaudler 
Glasteel equipment in the generating, handling and storing 
of chlorine dioxide. Glasteel eliminates costly corrosion and 
contamination. Chlorine dioxide bleaching today has been 
made practical and economical on a production scale by con- 
struction materials like Glasteel. 





FLUIDICS AROUND THE WORLD 


Pfaudler Permutit is a world-wide company with manufacturing 
plants in: 

Germany: Pfaudler-Werke A.G. 

Great Britain: Enamelled Metal Products Corp. Ltd. 

Canada: Ideal Welding Co. Ltd. 

Mexico: Arteacero-Pfaudler, S.A. 

Japan: Shinko-Pfaudler Co., Ltd. 

as well as four plants in the U.S. A. 
A new FLUIDICS Buyer’s Guide is now available. For your copy, 
write our Pfaudler Division, Dept. BW-129, Rochester 3, New York. 





PFAUDLER PERMUTIT inc. 


SPECIALISTS IN FLUIDICS.. 


. THE SCIENCE OF FLUID PROCESSES 
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Follow the Leaders to 
Tampa’s Industrial Park... 


{ 


Beme - 


in the Southeast Coastal 6! 


| Expanding? Relocating? Take a tip from the eight 
| lj diversified companies which have settled or will settle in 
if Florida at the 1,026-acre Tampa Industrial Park. 
| 
| 


Join them and share the advantages of this planned- 
for-industry spot in the profit-producing Coastal 6. Over 
500 acres still remain for your selection. City water avail- 
able at site. Lead rail tracks already installed; spurs will 
be placed where you want them. Congenial community; 
estimated 5,000 workers available. Ideal climate . . . re- 
laxed “patio” living and outdoor sports year around. 


Worth investigating? You bet! Details on this and 
other Coastal 6 sites are yours on request. Just write, 
wire or phone. Our industrial development 
specialists will give you the facts you want 
in a hurry. All inquiries held confidential. 


a \=) 

















Direct Inquiries to: 


ATLANTIC » 9.2088 


Assistant Vice-President 
Department J-129 
Atlantic Coast Line Railroad 


RAILROAD Wilmington, N. C. 


48 Production 








reduced to one-fifth of its present size. 


V. Rotary Combustion 


Newest candidate for automotive 
power is the rotary combustion engine 
introduced in the U.S. by Curtiss- 
Wright Corp. and NSU Werke of 
West Germany (BW —Nov.28’59,p38). 

A triangular rotor spins eccentrically 
in a wasp-waisted oval combustion 
chamber. The sides of the rotor suc- 
cessively form pockets against the cham- 
ber walls within which “the firing takes 
place to keep the rotor constantly 
turning. The rotor is hooked up to a 
driveshaft. 

Within each of the four compart- 
ments formed momentarily and succes- 
sively by the rotor as it turns, the full 
intake-ignition-exhaust cycle is com- 
pleted. With three sides to the rotor, 
the engine is firing three times per 
revclution—almost continuously. 
¢ Appraisal—According to one auto- 
motive engineer, this engine's biggest 
drawback is that output per square inch 
of displacement falls off as the engine 
is scaled up in size. Lubrication is con- 
sidered another problem 

Sports car enthusiasts who have seen 
NSU Werke’s engine in action abroad 
say it performs ~ beautifully. Curtiss- 
W right claims gas mileage comparable 
with. that of diesels If aluminum is 
used in the engine, its weight-to-horse- 
power ratio is about half that of con- 
ventional gasoline engines. Curtiss- 
Wright-NSU’s plan to increase horse- 
power by lining up several units on the 
same shaft, like so many pistons in a 
row, may solve the problem of develop- 
ing a series of engines of various horse- 
power. 


Lightweight Diesels 


So far, diesels have reached nowhere 
near the dominance in automobiles that 
they enjoy in the truck field. Initial 
cost is high, maintenance too is costly, 
and weight is excessive for passenger 
cars, whose owners don’t drive enough 
miles for the diesel’s fuel economy 
to compensate for these factors. 

New lightweight diesels (BW—Dec. 
12’59,p140) are making a play now 
for the taxicab trade. Critics say 
the engines tend to be too noisy and 
smelly, but operators like their durabil- 
ity and economy of operation. 

The first diesels tried out in cabs 
were of foreign make, such as Perkins 
or Mercedes Benz. This year, Detroit 
Diesel Div. of GM installed a 3-cyl. 
97-hp. engine in a Detroit cab, and 
Hercules Motor Corp. of Canton, 
Ohio, is testing an engine in a cab 
Divco-Wayne Corp. is offering diesels 
in its door-to-door delivery trucks, al- 
though diesels are not commonly used 
in this field. END 
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nothing wraps 


up sales like 





YELLOW 
PAGES 


and nothing builds AWHERENESS like the Yellow Pages 


Whatever your business, from Television Sets 
to Toys, nothing ties you and your prospects 
together ... wraps up sales like AWHERENESS. 
And nothing builds AWHERENESS like the 
Yellow Pages —the buyer’s guide consumers 
turn to when they’re ready to buy. 

Trade Mark Service in the Yellow Pages 
gives brand-name manufacturers an economical 


way to direct prospects to all their local outlets 
—every day of the year. Local businessmen 
spread their sales messages throughout the com- 
munity by advertising in the Yellow Pages. 

Call the Yellow Pages man at your local Bell 
telephone business office. He’ll be glad to help 
you plan the business-building AWHERENESS 
program best suited to your needs. 


The advertising medium that tells people where to find your local outlets! 
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How to do business from 

















an empty wagon 


It used to be true—you couldn’t do business without 
inventory. 


But a change is coming in the metalworking industry. 
Machine tools equipped with Hughes electronic controls 
will eliminate the need for bins full of finished parts, as 
well as jigs, dies and fixtures. 


Instead of inventory the manufacturer will have a 
punched tape for each part. Hughes Numerical Ma- 
chine Tool Controls will “read” these tapes and issue 





The compact new Hughes Machine Tool Control 
directs a two-axis table on this machine. 


electronic orders to the machines to perform the neces- 
sary operations. Parts can be made to order, instead of 
being stockpiled against future needs. Each part can in- 
corporate latest modifications, eliminating obsolescence. 


There are other advantages, too. Tooling is simplified. 
Scrap due to operator errors is eliminated. New opera- 
tors produce as much as experienced ones. Planning and 


scheduling are simplified and cost estimating is more ~ 


precise. If there’s a design change you simply change 
the tape. High-precision work costs no more, so parts 
interchange perfectly. (This reduces the inspection 
problem, too.) 





Creating a new world with ELECTRONICS 





This new machine tool control is another product of 
Hughes’ massive research and development program 
in the rapidly expanding field of electronics. Over SOOO 
Hughes engineers and scientists are engaged in research, 
development and manufacture of new and better elec- 
tronic devices and systems. 


Other products of their efforts are picture tubes that 
“remember” graphs and pictures, precision crystal fil- 


Hughes engineers use digital techniques, including tape 
controls, to solve many complex data handling problems. 


ters, advanced transistors, diodes and other solid state 
devices, microwave tubes that greatly expand the range 
of our radar, and new “molecular devices” that will add 
new dimensions to electronic technology. 


We invite you to see and discuss the new Hughes 
Numerical Machine Tool Control or any of our other 
products. Our wide experience and technical manpower 
resources may well be able to improve your product, 
cut your costs or develop your new idea into a profit- 
able reality. 





HUGHES PRODUCTS 
Industrial Systems Division, International Airport Station 
Los Angeles 45, California 





HUGHES PRODUCTS 





© 1989. HUGHES AIRCRAFT COMPANY 
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Credit Will Get Tighter 


The nation’s banking system, which 
has been subject to the Federal Re- 
serve’s credit squeeze all during 1959, 
will be pinched harder than ever in the 
next 12 months. 

This is evident from bank loan-de- 
posit ratios (chart)—the best indicators 
of the banks’ ability to lend—which 
have now risen to a postwar high, just 
under the 1929 record. This means that 
the banks are close to being “loaned 
up’—and it raises the question of 
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whether businessmen can get all the 
funds they need next year. 

The high level of loan-deposit ratios 
means that if credit demand continues 
strong and the Fed maintains its pres- 
sure, some prospective borrowers are 
going to find credit unavailable and that 
others will get only a portion of what 
they need. Moreover, all borrowers will 
be faced with even higher interest rates 
than at present. An increase in the 
prime lending rate—now 5%—is con- 





sidered likely before mid-1960. And. tnis 
will deter still others from borrowing. 

e Availability—But a BUSINESS WEEK 
survev of banks across the nation this 
week suggests that there will be no 
money crisis, that funds will be avail- 
able for non-speculative purposes de- 
spite the level of loans to deposits. 
Bankers give a number of reasons for 
their optimism. For one thing, they 
point out that the Federal Reserve—no 
matter how tight it wants the money 
market to be—intends to keep credit 
available, though expensive. Secondly, 
is Mills B. Lane, Jr., president of Citi- 
zens & Southern National Bank in At- 
lanta, puts it: “High as loan-deposit 
ratios are, there's still lending capacity 
left in the banking system.” Moreover, 
thev expect demand for loans to slacken 
long before any “crisis point” is 
reached, in line with a general easing 
in the economy which thev predict for 
late 1960 or carly 1961. 

So, while there’s little prospect of 
anv credit crisis, it’s clear that borrow- 
ing 1s going to be tough in the coming 
vear. All through 1959, bank deposits 
have been virtually static as high short- 
tcrm monev rates have lured funds— 
mainly from corporations and foreign 
dollar holders—out of the banks. At 
the same time demand for credit has 
been strong. In response, bank loans 
have jumped $10-billion, which is about 
equal to the boom vear of 1955. This 
combination of factors is what’s behind 
the jump in loan-deposit ratios. 
¢ Close to Limit—Bankers—particularly 
in New York, where much of the lend- 
ing to big business is done—say that 
they are close to the limit, that there’s 
verv little room for further increases in 
the loan-deposit ratio. 

In the Depression, and the easy- 
money days right after World War II, 
it was common for conservative bankers 
to think of 50% as a maximum beyond 
which they weren't willing to push the 
loan-deposit ratio. But in the recur- 
rent tight money squeezes that have fol- 
lowed the Treasury-Federal Reserve “‘ac- 
cord” in 1951, bankers have learned to 
live with higher and higher loans in 
relation to deposits. 

This expansion can’t go on forever. 
Banks in large cities have to hold 16% 
or more of their deposits as a required 
reserve with the Fed. In addition, to 
get government deposits, they have to 
put up bonds as security. 
¢ Flexible Ceiling—Bankers say this 
adds up to a working and rather flexible 
ceiling of 70 %on the loan-deposit ratio. 
As the chart shows, New York banks are 
already uncomfortably close to this 
figure. 

Thus, the capacity of the banking 
system ‘to make new loans is coming 
close to the limit. If the Fed were to 
relax its credit restraint, then there 
would be little problem. But the money 
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Stevens fabrics travel fast and far...they are an integral part of America’s vast 
automotive industry. In seat coverings, luggage compartment linings, 

carpeting, door and side panels and overhead linings, Stevens specially designed fabrics 
perform to meet the rigorous requirements of the automotive industry. 

This is just one of the many ways Stevens engineers fit fabric to function, 


and contribute to the growth of all American industry. 


FABRIC ENGINEERS FOR INDUSTRY 


Stevens—one of the country's largest fabric producers—offers a diversified 
production of woven and knitted fabrics in all fibers: Cotton, Nylon, 
Fiber Glass, Fortisan, Dacron® Polyester, Acrilant Acrylic, Dyneltt Acrylic, Acetate, Rayon and Orlon® Acrylic. 


If you have a special industrial fabric problem, we will be glad to discuss it with you. 


° 





tAcrylic Fiber by Chemstrand®, ttUnion Carbide's Acrylic Fiber. 
‘ens°® 


Stevensé> Fabrics 


J.P STEVENS & CO., INC., STEVENS BUILDING, BROADWAY AT 41ST STREET, NEW YORK 36, N.Y. 


ATLANTA+ BOSTON + CHARLOTTE * CHICAGO + CINCINNATI « DALLAS - DETROIT + LOS ANGELES + PHILADELPHIA » PITTSBURGH « ST. LOUIS * SAN FRANCISCO + SEATTLE» MONTREAL 




















BOSTITCH B8R STAPLER 

Staple with it. Tack with it. Use it 
as a fastening plier. Remove staples 
with it, too. 

It’s the most versatile office sta- 
pler you can have. Built to give 
you years of fastening service and 
convenience. Ought to be on every 


desk in your office. Only $3.30* 


FOR HEAVY-DUTY FASTENING— 
Where there’s lots of stapling to do 
and do fast—use a Bostitch BS Desk 
Fastener. Also available with 12 
and 18 inch throats for wide work. 
Standard model only $8.75* 


See these and other Bostitch staplers for 
every office fastening job at your stationer’s. 
x Suggested list prices. May be slightly 


higher in the West and in Canada, 


Fasten it better and faster with 


miedo se 


452 BRIGGS DRIVE, EAST GREENWICH, R. I. 
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managers still seem to feel that infla- 
tion is the No. 1 problem and intend 
to keep credit at least as tight as it is 
now. 

In the scramble for the few available 
dollars, it’s likely that marginal bor- 
rowers—especially small and new busi- 
nesses—will be hard hit. This is the 
ed’s aim: “Tight money doesn’t mean 
anything unless there’s a real pinch,” 
says an official. 
¢ Very Sensitive—In the current credit 
squeeze the banking system is more 
sensitive to Fed pressure than at any 
time since the war. In earlier tight 
money periods, banks could expand 
loans by selling part of their swollen 
government bond portfolios—built up 
during World War IIl—and lending the 
proceeds. They did more selling this 
vear, but now their investments have 
been pared to the minimum required 
by law to secure public deposits and by 
the dictates of sound banking practice. 
Moreover, government bond prices are 
at 30-vear lows, and there’s a limit to 
how much even the larger banks can 
absorb: in losses on bond sales. 

This means that the banks have lost 
freedom to maneuver, that the slightest 
tightening by the Fed has an immediate 
impact on their ability to lend. There’s 
much speculation, for example, over the 
Fed’s course of action in the first quar- 
ter of 1960. Normally, demand for bank 
credit drops during such a period, and 
the Fed usually contracts reserves at 
the same time. But next vear, if the 
steel strike doesn’t resume, business will 
be scrambling to rebuild depleted in- 
ventories, and a lot will depend on 
whether the Fed supplies the needed 
credit. 

The Fed doesn’t want a situation to 
develop where credit is unavailable, at 
any price; so the chances are that it 
will skip the usual seasonal contraction 
of reserves. But it will move cautiously, 
lest it encourage excessive borrowing. 
¢ Foreign Funds—Even if the Fed suc- 
ceeds in this tightrope act, it can’t do 
much about the huge foreign holding 
of dollars, which looms as the one fac- 
tor that might create a really dangerous 
credit tightness sometime during 1960. 
This could happen if foreigners—who 
now have about $19-billion in deposits 
and all short-term dollar investments— 
decide to reduce these holdings. Busi- 
ness is accelerating rapidly in Europe 
and Japan, and there are signs of credit 
tightening by the various central banks 
involved. 

Some U.S. bankers fear that as credit 
gets scarce and expensive overseas, there 
will be demands for repatriation of for- 
eign funds now in U.S. banks. Such 
bank deposits total more than $8-bil- 
lion, concentfated in the money market 
banks in New York and Chicago. 

A sharp downward trend is already 
evident in foreign-owned time deposits, 





which have declined over $700-million 
in the past year. Most of these funds 
have been shifted out of the banks— 
which can’t pay more than 3% by 
Fed regulation—into higher yielding 
open market investments. What the 
bankers fear is that rising rates overseas 
might become so attractive as to draw 
funds out of U.S. Treasury bills. ‘This 
could cause foreigners to become net 
sellers—rather than buvers—of bills, and 
might lead to some decline in foreign 
demand deposits. 

e Clearances—This is not a unanimous 
viewpoint among bankers. A high of- 
ficer at one of New York’s largest banks 
points out that foreign demand deposits 
are needed in New York as working 
balances, in order to clear international 
trade transactions. 

Even under the best of circum- 
stances, if loan demand slackens in 
seeond-half 1960 and foreigners leave 
their funds in U.S. banks, the present 
ievel of loan-deposit ratios means that 
bank credit is going to be hard to 
come by. 

There’s fairly general agreement 

among economic forecasters that if 
steel remains available, there will be a 
surge in business inventories. In the 
second quarter, inventorics quite pos- 
sibly will be accumulating at an annual 
tate of $10-billion. A good portion of 
this accumulation will have to be 
financed with bank credit. It’s true 
that corporations can sell some of their 
holdings of short-term government se- 
curities to pay for inventory. But there’s 
a limit to how far this can go. Cor- 
porations own government securitics 
first and foremost to cover expected tax 
liabilities; with corporate profits—and 
taxes—rising, there’s added need to hold 
governments. 
e Consumer Credit—Pressure for bank 
funds is going to come from consumers 
as well, particularly if consumer credit 
rises $6-billion next vear as expected 
(BW—Dec.12°59,p58). The banks hold 
the largest single chunk of consumer 
paper (about 38%) and are heavy 
lenders to sales finance and small-loan 
companies. 

Already the bind on the banks is 
reflected in a jump in long-term public 
debt financing by large finance com- 
panies. Just last week, both CIT -Fi- 
nancial Corp. and Commercial Credit 
Corp. announced plans for big bond 
issues. Ford Motor Credit and other 
smaller outfits are expected to follow. 

As the banks get closer to being 
fully loaned up, it’s long-term loans to 
business that are going to be cut back 
first. In the 1955-57 tight money pe- 
riod, according to a Fed survey, banks 
made as many term loans as ever. This, 
says a Chicago banker, “‘was a mistake. 
This time we're going to take care of 
customers who want short-term loans 
first, let others take the back seat.”” END 
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Bostitch shows metal fabricator how to increase 
production 33%—cut costs 18%-—with stapling 


A Warwick, Rhode Island, manufacturer used screws 
or rivets to join the top and side of triple-track 
aluminum windows. 
A Bostitch Economy Man suggested stapling. Re- 
sults—production rate rose by a third and manufac- 
turing cost fell 18%. Bostitch staplers eliminated the 
pre-drilling needed with former method. Stapling is a 
split-second, single-motion job. And the staples them- 
selves cost less than the fasteners formerly used. 

“Customer reaction has been excellent,” reports 


Fasten it better and faster with 
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With every Bostitch machine you get... 
assurance of the right combination for your needs from 
800 staplers and over 200 staples . . . an extra margin of 
quality . . . nation-wide parts, service and technical aid 
. .. dependable supply from the industry's most modern 
factory . . . and we stand behind every Bostitch machine, 
making sure it operates to your complete satisfaction. 
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plant management, “and complaints of loosened and 
separated fasteners are completely ended.” 

Whatever your business, whatever you fasten—it’s 
safe to say at least one combination of Bostitch staplers 
and Bostitch staples can give you better, faster fast 
ening and an improved product. The 350 Bostitch 
Economy Men who work out of 123 U.S, and Cana 
dian cities offer you a wealth of fastening experience 
To talk with one, look under “Bostitch” in your phone 
book. Or mark and mail the coupon. 

















proc ----------------------- 
| > . . . 
\ Bostitch, 452 Briggs Drive, East Greenwich, R. | 
Please send me free information on Bostitch staplers and staple 
; | am interested in fastening 
l C corrugated board C2 leather roofing 
0 cartons 0 plastic rubber 
0 fabric 1 wood C light metais 
F | | ( al C Other (please name) caeitlabanis 
1 now use ER ltateml 
AND STAPLES (fastening method) — 
to fasten, . 
(material and tem) 
Name i 
Cc veny 
Address. 
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ANALYZE 
YOUR DRIVERS’ 
PROBLEMS, TOO- 
THEY’RE COSTING 
YOU PLENTY! 
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“OUT-OF-TOUCH” DRIVERS ... LATE PICK-UPS... ANGRY CUSTOMERS ... LOST BUSINESS 
MAY BE COSTING YOU MANY TIMES MORE THAN MOTOROLA 2-WAY RADIO DISPATCHING! 


Every time your drivers have to waste time back-tracking, or ‘“‘dead-heading”’ 
home; every time they have to face angry customers when they are late—or hunt 
and scramble for a spot to park and call in—it’s costing you plenty! Ironically, all 
this wasted motion and morale-busting aggravation adds up to more than the daily 
cost of Motorola 2-way radio control. # The majority of the nation’s large, long-time 
2-way radio users—police, fire and transportation organizations—are almost exclu- 
sively Motorola-equipped. They know from experience that Motorola engineers 
the finest, most reliable equipment. No wonder Motorola sells mere 2-way radio 
than all other makes combined! # Now, every businessman can use 2-way radio. 
Let us send you a case history of a business like yours using 2-way radio. 


WH] iif ile Motorola .. . the communications specialist for industry 


MOTOROLA 2 wx 22010 


Motorola Communications & Electronics, inc., 4501 Augusta Bivd., Chicago 51, 
SPaulding 2-6500 





A Subsidiary of Motorola inc. 
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Ford Motor Credit Subsidiary 
Opens Up in Chicago, Indianapolis 


With $25-million in the poke, the Ford Motor Credit 
Co. this week began to drum up business among Ford 


dealers in Indianapolis and Chicago. As expected, Ford’s ° 


entry is easing its way into the credit area, and Indian- 
apolis and Chicago, for the moment at least, will be 
one-man operations. Its branch managers were hired 
away from other finance companies. 

FMCC also revealed that it will lend dealers money 
to buy cars (floor planning) as well as handle retail paper. 
The floor planning rate will be 5%, consistent with 
other large finance companies, and FMCC says its re- 
tail rate also will be in line with that of other compaines, 
with a maximum repayment period of 36 months. 


Accountants Take Stock of F. L. Jacobs 
In Aftermath of Control by Guterma 


Trustees of F. L. Jacobs Co., Detroit auto parts maker 
now in reorganization, this week totaled up the com- 
pany’s losses in the first official accounting in two years. 
The company was formerly headed by Alexander L. 
Guterma, now on trial in U.S. District Court in New 
York on charges of conspiring to defraud the U.S. by 
failing to file required financial reports with the Securities 
& Exchange Commission. 

The trustees said Jacobs suffered a net loss of $109,814 
in the fiscal year ending July 31, 1959, and of $3.6-million 
the year before that. Sales increased in the two-year 
period from $10.4-million to $12.3-million. 

The trustees’ auditing firm, Ernst & Ernst, said that 
because many accounting records were either incomplete 
or unavailable it was not in a position to express an 
epinion on Jacobs’ financial position. Claims filed by 
creditors total $11.5-million, while the trustees, in turn, 
have filed claims in excess of $5-million against Scranton 
Corp., Hal Roach Studios, and Mutual Broadcasting Co., 
all formerly under Guterma’s control. The trustees said 
they would present, as soon as possible, a statement on 
Jacob’s financial condition and the possibilities of its 
successful reorganization. 


Maurice Olen Pleads Not Guilty 
To Securities Charges in H. L. Green Case 


Maurice E. Olen, former head of H. L. Green Co., 
the variety store chain that ran into some trouble when 
it merged with Olen Co. (BW—Dec.5’59,p43), pleaded 
not guilty this week to an indictment charging viola- 
tions of securities regulations. Olen was indicted last 
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week on conspiracy charges in connection with an alleged 
$6-million fraud that led to a public issue of stock by 
Olen Co. and a merger between it and Green. ‘The court 
set hearings for motions for Jan. 18. 

Meanwhile, Maxwell H. Gluck, president of Darling 
Stores Corp., challenged last week’s out-of-court settle 
ment between Green and Olen, in which Green agreed 
to drop two damage suits against Olen, and Olen sur 
rendered to Green all his material assets in Industrial 
& Retail, Inc., his former personal holding company— 
valued at $1.6-million. Gluck said the settlement “was 
not in the best interest of the company and should be 
inquired into by a new board.” He said he was solicit 
ing proxies for a special stockholders meeting to unseat 
the present Green board. Under the company’s by-laws, 
a special meeting could be called by holders of 25% of 
the stock. Gluck, himself, claims ownership of only 
500 shares of Green’s 1,420,000 outstanding. 


Diversifying Coal Company Enters 
Toy Field; Publishers May Merge 


Philadelphia & Reading Co., which has diversified from 
its coal base by buying a boot company, an underwear 
maker, and several clothing concerns, entered the toy 
and doll field this week by purchasing Deluxe Premium 
Corp. of Newark, N. J. The company’s annual sales are 
$15-million. . . . Three top textbook publishers laid 
merger plans. Henry Holt & Co. of which Clint W. 
Murchison, Texas oilman, is a large stockholder, Rine- 
hart & Co., and the John C. Winston Co. of Phila 
delphia said a merger “was subject to stockholders’ ap 
proval at meetings to be called shortly.” The resulting 
combine would be one of the largest textbook publishing 
houses in the country. Total sales would be some 
$36-million. 


Finance Briefs 


Ryder System, Inc., the big trucking company, took 
several steps this week to diversify into other fields (BW — 
Apr.11°59,p88). For an undisclosed amount of cash, it 
purchased several affliated companies of Morrison Rail- 
way Supply Corp. of Buffalo. Included were (1) a Ken- 
ton (Ohio) plant that makes railway cabooses and a Buf 
falo plant that makes display equipment for auto service 
stations, and (2) Morrison Plan, Inc., a general leasing 
concern specializing in heavy machinery, and Interna- 
tional Railway Car Leasing Co., which has some 2,400 
railroad cars under lease. The purchased companies have 
annual revenues of some $5-million. 


New York Central RR declared an unexpected 25¢ 
dividend—the first since December, 1957. Directors said 
it was not to be regarded as a resumption of regular 
payments, but some rail analysts still were surprised 
They pointed to the Central’s loss of some $6-million 
in revenues because of the steel strike, and its 10-month 
income of only $3.6-million or 55¢ a share. But Central 
regarded the payment as a nice gesture to stockholders, 
and felt the road’s cash position warranted it. 
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NEW MONEY. The “heavy” franc is worth 100 of the old. Shopper examines 


old 500-franc note, with new value stamped on. 
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NEW PRICES. Bordeaux fmit stand (above) posts 


prices in new francs. After Jan. 1, 
stores must show both new and old prices for three months. 


NEW ADS. Thomson is already advertising its washing 


machines with new franc price. 
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The Franc Puts on Some Weight 


Since the bright days of La Belle 
Epoque before World War I-—when 
five francs bought one dollar—French- 
men have gloomily watched the franc, 
and their faith in it, tumble. 

Thirteen devaluations later, French- 
men again may see their francs worth 
five to the dollar. For Pres. de Gaulle’s 
prestige-conscious government, _ bol- 
stered by a prosperous economy and 
stable currency, is out to make the franc 
respectable. Its method: introduction of 
the “‘heavv franc” on Jan. 1, 1960, to 
replace the “light francs’ now in use 

The nationwide program really 
amounts to a numbers game It is 
neither a devaluation nor revaluation of 
currency. It is merely the substitution 
of one new franc for every 100 old 
francs. Purchasing value of the new 
franc won’t change because both prices 
and wages, along with currency units, 
will be divided by 100 

Take the case of a French worker. 
If he earns 100,000 francs monthly 
now, he will earn 1,000 heavy francs 
after Jan. 1. His rent of 10,000 francs 
monthly also will change to 100 francs. 
Similarly, a U.S. tourist doing Paris will 
get 4.93 francs per dollar—instead of 
493—and pay 50 francs nightly for a 
hotel against today’s 5,000 
¢ Prestige—W hy all the fuss to revamp 
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Yes, mother knows that BAND-AID* 
Sheer Plastic Bandages are the best pro- 
tection she can give the family’s scrapes 
and scratches. She knows they stick and 
stay. But what she might not know is 
why they do it all so well! 

The answer is a superlative adhesive 
...and the way its “‘adhesive-ness’”’ is 
protected by “peel-off” strips die-cut 


Mother knows best... 


from a 2-mil laminate of Kodapak Sheet. 
This tough, versatile back-up material 
was selected for its smooth, non-absorp- 
tive surface, its uniformity, and above 
all, its ability to withstand sterilization. 
The perfect answer ! But—why not 

find out for yourself why “Aodapak 

Sheet makes good products better’? 
Call a representative or write: 


ewer * 


: 
’ 
7 
t 
~ 
. 
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: conan S” Kodapak 
EASTMAN KODAK COMPANY ae. * : 
Sheet 


Cellulose Products Division, Rochester 4, N. Y. 


Sales Offices: New York, Chicago, Atlanta. Sales Representatives: Cleveland, 
Philadelphia, Providence. Distributors: San Francisco, Los Angeles, Portland, 
Seattle (Wilson & Geo. Meyer & Co.); Toronto, Montreal (Paper Sales, Ltd.) 


*Kodapok"’ is a trade 
for Eastman’s plast 





*Trademark of Johnson & Johnson 
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See the Smith-Corona Electric before you buy! 


ELECTRIC TYPEWRITER 
COMPARISON CHART 








AUTOMATIC MARGINS 





ON-OFF SIGNAL LIGHT 





ERROR CONTROL 





PAGE GAGE 





KEYBOARD SLOPE 
(fits natural f er 





CUSHIONED TOUCH 
(ends fingert > of 





WORLD'S FASTEST 
ELECTRIC TYPEWRITER 
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FASTEST PERFORMANCE! FINEST FEATURES! FIRST 
IN VALUE! Seeing’s believing...so eye, try the Smith- 
Corona Electric before you buy! Compare and you'll 
see why it’s the first choice of more and more offices 
from coast-to-coast. Call your nearest Smith-Corona 
representative for a demonstration. 


SMITH -COROGNA 


Electric 











PARIS MINT turns out new silver five- 
franc pieces, worth 500 of the old money. 


the -franc? Finance Ministry officials 
say they want to put the franc—once and 
for all—on a respected “psychological 
exchange” basis with other West Eu- 
ropean currencies. Knock off the last 
two digits on franc values, and the new 
franc will be worth roughly one German 
mark and one Swiss franc—two of Eu- 
rope’s most stable currencies. 

Bevond that, the new franc will be a 
sort of success symbol for de Gaulle’s 
government. A year ago, de Gaulle de- 
valued the franc by 17% as part of 
his austerity program. Since then, the 
wobbly franc of pre-Gaullist days has 
stabilized—and black market dealings in 
the franc have ended. 

Introduction of the “heavy franc” 

would seem to be a logical last step. 
But French shopkeepers and peasants 
are cvnics by nature—and especially 
about money values. To prove that the 
reform is only a psychological maneu 
ver, officials have devised an elaborate 
scheme to introduce it gently. 
* Four-Year Co-Existence—New and 
old currencies will exist side by side for 
four vears before the switch is com- 
pleted. Yet, as of Jan. 1, all prices, 
salaries, and wages must be listed in new 
francs. Frenchmen will be able to pay 
bills with either new or old francs. 

For all the Finance Ministry's 
thoughtfulness, the scheme has “night- 
marish”” complications. For one thing, 
Frenchmen will have to keep two sets 
of franc values in mind, and two sets of 
franc coins in their pockets. Fof an- 
other, they will have to cope anew with 
the “sou” or centime—a currency unit 
out of circulation since 1949. 

Successive devaluations killed the 
centime. Today, with 493 francs to the 
dollar, one franc hardly buys anything, 
much less a centime (100 centimes per 
franc). Come January, however, a 20- 
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How the Bruning Man Can Help You Solve 
the Puzzle of the Many Paperwork Machines 


The Bruning Man steps in where others are reluctant to tread to help 
you solve the problem of the many paperwork machines — now over 
one hundred different copying and duplicating machines on the market! 

Paperwork expert as well as salesman, he will help you select the 
types of machines that exactly meet your paperwork requirements. 
You'll find him the first to admit that his complete line of Copyflex 
copying machines and Verifax machines do not meet all needs. Where 
they do apply to your business systems and general copying needs, he 
will give you evidence of their success in similar applications. 

Why this help from the Bruning Man? Simply because he represents 
a company that pioneered business copying machines and has contin- 
ued to enjoy success in the field with the belief that service to its 
market is the most effective selling method. The Bruning Man is 
located in principal U.S. Cities. In Canada: 103 Church Street, Toronto. 
“'ome Office: Charles Bruning Company, Inc., Mt. Prospect, Illinois. 


Desk Top Copyflex, $555. 
Larger Models available. 





(BRUNING) 
Diozo Copying at Its Best Copytlex ° 
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the Centrals 
service doesnt 
end when the 
site is chosen 


For the company seeking a new location, the New 
York Central’s Industrial Development Department 
offers an exceptionally complete information service. 
On hundreds of carefully selected sites, detailed data 
has been assembled covering available labor, taxes, 
water, utilities, transportation, living conditions. 

The cross-indexed file helps you narrow down the 
choice to those that most exactly meet your needs. 
Then specialists on the Central’s staff, with their 
intimate knowledge of local conditions can aid you 
in the final selection. 

But the service doesn’t stop there. Out of the 
Central’s broad connections and long experience, 


you can draw aid and advice on financing, engineer- 
ing, local contacts, water treatment—countless other 
problems that may arise. As an example, when a new 
plant found the municipal water supply was inade- 
quate for its needs, the Central’s Industrial Develop- 
ment people were able to persuade the city to build 
a new main which provided a dependable supply. 
For further information on what the Central is 
prepared to do to help you find the best possible site 
and to get into profitable operation there, just write 
or phone: Otto W. Pongrace, Director of Industrial 
Development, Department C, New York Central 
Railroad, 466 Lexington Avenue, New York 17, N.Y. 


Locate your new plant on the Central and get the advantages of 


Early Bird fast freight and Flexi-Van rail-highway service. 


Gals 








franc newspaper will sell for 20 cen- 
times. To meet demand for centimes, 
the French mint has been churning out 
a variety of centime coins. 

Since mid-July, the Bank of France 
has been preparing for the big switch. 
Along with minting a stockpile of silver 
five-franc pieces and nickel one-franc 
pieces, it has been printing old notes 
with new franc values stamped in red 
across their face. And in anticipation of 
the shift, the government has presented 
its 1960 budget in new franc values. 
¢ Education—That’s merely one phase 
of the program to educate Frenchmen 
on the intricacies of the reform. State 
schools have been teaching the system 
to children in arithmetic classes, with 
the hope that the children will teach 
their parents. The Parisian daily Le 
l‘igaro is running contests to help the 
public learn to use the new francs. 

Even so, the government is fretting 
over two problems—how the new francs 
will affect prices and tourism. Some re- 
tailers may trv to use the new francs to 
boost prices. ‘They may simply round 
off, sav, a one-franc, 97-centime price 
to two francs. As countermeasures, the 
government has set up penalties, includ- 
ing stiff fines and prison terms, for vio- 
lators of price controls and also has de 
creed that retailers must list both old 
and new france prices for a three-month 
period, Still, an August opinion poll 


showed that 51% of Frenchmen expect 
prices to inch upwards after Jan. 1. 
¢ Confusion—Then, tourists may get 
thoroughly confused by the changeover. 
New prices, of course, will appear 
cheaper (five, instead of 500, francs for 
an item—as an example). But tourists, 
besides their usual troubles with foreign 
currencies, will have to deal with two 
types of money. As one help, the gov- 
ernment is planning to greet tourists at 
dockside, airports, and the frontier with 
booklets explaining the new franc. 

Some French businessmen are grum- 
bling about the “modification costs” in 
shifting from the old to the new. For 
large accounting machines, the cost 
comes close to $200 per machine. The 
French Post Office, on its part, is spend- 
ing over $100,000 to switch over 

But broadly speaking, most business- 
men favor the changes as one more step 
toward establishing France’s financial 
respectabilitv. Moreover, some manu- 
facturers are happily cashing in on new 
business created by the changeover. 
One accounting-machine company re- 
ports a one-vear backlog on modification 
work. ‘Textbook publishers are rolling 
revised editions off the presses, with new 
franc values replacing the old. 

Biggest boomlet of all: manufacture 
of new money purses—the porte-mon- 


naie carried by most Frenchmen—to , 


hold the new, different-sized coins. 


Help for Underdeveloped Nations 


U.N. group aids these countries in preparing them- 
selves to attract capital for industrial, agricultural projects. 


If a representative of a faraway nation 
comes knocking on your door one of 
these days, don’t be surprised. He prob- 
ably will be one of many from under- 
developed areas who will be approaching 
U.S. businessmen with proposals for 
trade and investment. 

The representative likely will have in 
hand a folder containing the findings of 
a United Nations Special Fund study, 
which will be the basis of his proposi- 
tion. The Special Fund’s mission is to 
prepare less developed areas today for 
economic development tomorrow. In 
doing so, it may open up new possi- 
bilities for U.S. investment and new 
markets for U.S. goods, especially agri- 
cultural machinery and capital equip- 
ment. 
¢ Special Fund Projects—To lay, the 
groundwork for economic advance, the 
Special Fund undertakes two types of 
projects: 

e Pre-investment studies to dis- 
cover the natural resources of an under- 
developed area. These economic surveys 
determine where investments that will 
bring the most rapid rise in income and 
capital formation can be made. 
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e Training, especially the training 
of people who will instruct others in 
technical skills. This stimulates the de- 
velopment of the human_resources 
necessarv to advance from an underde- 
veloped to an industrial or modern agri- 
cultural societv. 

Last week, the Governing Council of 
the Special Fund approved 31 new proj- 
ects. This is the second batch that 
Managing Director Paul G. Hoffman 
has submitted in the Fund’s one vear 
historv. The first 13 were started last 
July. Total cost of the 44 projects will 
come to about $29-million, of which the 
U.S. has contributed 40%. 
¢ Typical Studies—Among the opera- 
tions now under way is a $250,000 elec- 
trical power study in Argentina. ‘Two 
engineering consultant firms, Kennedy 
& Dunkin, of London, and Tippets, Ab- 
bett, McCarthy & Stratton, of New 
York, are working to define trends in 
power demand for the next 10 years. 
They will estimate power requirements, 
total investment, and financial policies 
necessary to develop a power system. 

When they finish their evaluation in 
the first quarter of 1960, they will turn 
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site 
seeker 


Each of these area brochures contains a 
wealth of information on such subjects 
as available labor, transportation, raw 
materials, local government and taxes— 
together with a listing of some selected 
plant sites, complete with contour maps 
and aerial photographs. 


Please specify the areas 
in which you are interested: 


1. Albany-Troy- 13. Lorain-Elyria- 
Schenectady Sandusky 

2. Ashtabula 14. New York City Area 

3. Boston 15. Rochester 


4. Buffalo-Niagara 16. St. Lawrence Seaway 


5. Cal-Sag 17. Syracuse 
(Chicago Area) 18. Utica 

6. Chicago 19. Western 

7. Cleveland Massachusetts 

8. Detroit 20. Youngstown 

9. Elkhart 21. Industrial Parks in 


illinois, Ohio, 
New York, 
Massachusetts, 
and Michigan 


10. Gardenville, N. Y. 
11. Hudson River Valley 
12. Indianapolis 


For your free brochures, write: 
Otto W. Pongrace, Director of 
Industrial Development, Depart- 
ment C, New York Central Rail- 
road, 466 Lexington Avenue, New 
York 17, New York. 


New York Central 
Railroad 
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Now, greater use of electric power helps 


POWER-UP FOR PROFIT 














increase machine capacity, reduces unit costs 


ELECTRICALLY 


Power-Up is a Westinghouse program to help you 
increase profits through greater productivity. In 
your plant it may be higher capacity machinery 
or an engineered drive system to provide increased 
speed and range flexibility frém existing equip- 
ment. Whatever your need, maximum use of low- 
cost kilowatthours can help you earn satisfactory 
profits. You will need more capacity to meet the 


40% increase in demand for goods by 1965. 

Be sure—like Crown-Zellerbach—that your 
electrical equipment is engineered to produce 
profits as well as output. Call your Westing- 
house representative or your electric utility 
power sales engineer. They can tell you the elec- 
trical steps you can take now to start a Power-Up 
program in your plant. J-96137 


you CAN BE SURE...1F 11's Westi nghouse 


' WATCH “WESTINGHOUSE LUCILLE BALL-DESI ARNAZ SHOWS” 


CBS TV FRIDAYS 
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' Dept. BW-18B 
’ STRAN-STEEL CORPORATION 


Detroit 29, Michigan «¢ Division of 





Rigid-Frame 40’ x 100’ industrial warehouse with spacious office facilities. 
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Colorful STRAN-STEEL buildings 





ee 


NATIONAL STEEL 






looking Stran-Steel building is made 


For a surprisingly low cost per square 
foot, you can owna good-looking, hard- 
working Stran-Steel building. Designed 


DEALERS EVERYWHERE 
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possible by precision mass production. 
Owning one almost always costs less 


bility for planning and construction, 


25%, can be handled by your Stran- 
Steel dealer, who willalso take responsi- 


requires an initial investment of only 


than rent payments for similar space. 
Our five-year purchase plan, which 


trial operation—designed to help you 


step up efficiency—it’s available in 
your choice of six factory-applied, 


baked-on colors (blue, bronze, green, 


for your specific commercial or indus- 
gray, rose or white). Colors which are 


if you like. For full information, mail 


handsome themselves, and blend beau- 


the coupon or call the Stran-Steel 


dealer listed in the Yellow Pages under 
Steel Buildings or Buildings-Steel. 


tifully with brick, stone, wood or glass. 


— 


Zone 


H 
City 
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The low price of an efficient, good- 











Lengths in 24’ or 20’ multiples and a 


full range of widths —with spacious 


column-free interiors. 











the results over to the Argentine govern- 
ment. The Special Fund’s responsibili- 
ties end there, and the Argentine gov- 
ernment must find the capital to take 
advantage of the recommendations. It 
may do this through public or private, 
domestic or foreign sources, or any com- 
bination of them. 

Another project already started is a 
five-vear grant to the Central American 
Research Institute for Industrv, which 
gives information to industries on how 
best to utilize natural resources and raw 
materials in the region. 
¢ No Investment—The Special Fund, 
which was founded last Jan. 1, is an 
outgrowth of proposals for a Special 
United Nations Fund for Economic 
Development (SUNFED), a plan for 
multi-lateral aid in economics deveclop- 
ment. SUNFED was not adopted be- 
cause several nations, including the 
U.S. and the United Kingdom, ob- 
jected. They argued that it would dup- 
licate the role of the World Bank and 
that SUNFED would be subject to in- 
ternational power politics. 

Out of the discussions, however 
came a compromise, which resulted 
the Special Fund. The General As- 
sembly approved it 77-0. The Fund's 
functions exclude capital investment 
and are confined to pre-investment 
studies and assistance in building what 
some economists call “infra-structure” 
—the institutions and resources in a 
socicty prerequisite to modern tech- 
nological and economic development. 

The Fund undertakes only large-scale 
projects that will have an immediate 
impact, especially in attracting invest- 
ment. To qualify for a grant, a nation 
must demonstrate its willingness to 
help itself by putting up not less than 
one-fourth and preferably one-half of 
the funds required for the studv. 

The Special Fund will support re- 
search only when it has advanced to a 
stage where it is likely to lead to prac- 
tical or commercial use right away. In 
geology, it backs only investigations that 
lead directly to exploitation of mineral, 
gas, or water resources in areas where 
there are strong indications that such 
resources are present. 

In accord with its instructions from 
the U.N., the Fund does not invest 
directly in the projects. Rather, it 
leaves the information and evaluations 
accrued in a project with the nation in- 
volved, which must hustle up the cap- 
ital. Likelihood of attracting capital to 
carry out a project is one of “the criteria 
on which an application is judged 
¢ New Projects—The new group of 
projects approved by the Special Fund 
includes survevs of mineral and water 
resources in Afghanistan, Brazil, Chile, 
Pakistan, Nigeria, and a regional study 
of the Mekong River Basin in 
Cambodia, Laos, Thailand, and Viet- 
nam. END 
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Valuable booklet tells how to avert disaster 
that can occur with utility power failure 


ANNOYANCE OR REAL TROUBLE? When 
utility power fails, the line between in- 
convenience and disaster is harrowing- 
ly fine for businesses and institutions. 


In plants with processes involving 
precise temperature control, power fail- 
ure may mean loss of material and 
damage to equipment. Power loss in 
department stores and shopping cen- 
ters may lead to panic. It may mean 
loss of perishables—foods and pharma- 
ceuticals—which must be refrigerated. 


Or take hospitals. Last summer's 13- 
hour power failure in Manhattan af- 
fected 13 hospitals. Available standby 
power was adequate only for emer- 
gency lighting. There was not enough 
power for the complex of precise elec- 
trical equipment which nearly every 
modern hospital must have. 


WHERE STANDBY POWER SERVES. Busi- 
nesses, fire and police stations, air- 
ports, hospitals, schools, radio and tele- 
vision stations, concerns of all kinds— 
all need emergency standby power. 
The question is not so much “‘is 
standby power needed ?” as it is, “what 
kind of standby power is needed?” 


BOOKLET AVAILABLE. We believe we can 
help you work out the answer to this 
question to your complete satisfaction. 











All you need do is send for “Guide 
Book Information for Emergency 
Power.” A copy is yours free. 


This is a factual book for business- 


men and men who are responsible for 
providing service to the public. You 
will find in it case histories of power 
failures, their causes and their effects. 
You will find sections dealing with the 
kinds of standby power systems avail- 








able and the yardsticks to use in judg 
ing the merits of each in relationship 
to your needs. 

You will also find sections on diese! 
electric power—its advantages and the 
measurements to use in evaluating it 
The booklet discusses Cat Diesel Ele: 
tric Sets. like the one illustrated. 


WRITE NOW. If you are concerned wit! 
protecting a business or public service 
facility from emergency, or if you 
simply would like to have informatio: 
on standby power, we urge you to wril 
to Department CS-6, Engine Division 
Caterpillar Tractor Co., Peoria, Ill 
Simply ask for “Guide Book Informa 
tion for Emergency Power.” 


Caterpillar and Cat are Registered Trademarks of Caterpillar Tract 


You always have dependable electric power when you have 





enginepower 


BY CATERPILLAR 
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tering transactions of 100-million pesos daily. 
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Sikorsky Has Edge in Three-Way Race 
‘Copters to Guard India’s Border 


Indian defense preparations may mean business for a 
U.S. aircraft company. 

The Indian government is in the market for 25 to 100 
helicopters—for security reasons, it won't say exactly how 
many—that can operate-at high altitudes along the na- 
tion’s 2,500-mile Himalayan border with Red China. 

With Chinese troops already on the frontier, India 
wants the helicopters in a hurry. Competing for the order 
are the Sikorsky Aircraft Div. of United Aircraft Corp., 
Westland Aircraft, Ltd., of England, and Sud-Aviation, 
of France. 

Sikorsky apparently holds the lead. It is now demon- 
strating in India an S-62 turbine-powered helicopter ca- 
pable of carrying 12 men or a payload of 2,900 Ib. to 
15,000 ft. altitude. The “chopper” can climb to 25,000 ft. 
with a lighter load and less fuel. It costs $262,000, includ- 
ing engine. 

Sikorsky officials expect a decision after the first of the 
vear. If they get the order, deliveries will begin next year. 


Argentina Wants to Automate Betting 


At Government Tracks to Ease Deficit 


The Argentine government is looking for a more efh- 
cient way for people to play the ponies at the govern- 
ment-owned race tracks. It figures this will increase the 
present take of about $5.3-million to help reduce the 
national budget deficit of $340-million. 

Thus Argentina may buy the world’s largest pari-mutuel 
totalisator, a complex electronic device capable of regis- 
It is pres- 
ently negotiating with American ‘Totalisator Co., a 
division of Universal Controls, Inc., for the machine. 

A spokesman for Argentina’s national lottery says the 
race tracks need this modern equipment because daily 
attendance now averages 40,000 to 50,000. But the 
hand-operated_pari- anutuel system can handle only 50- 
million pesos a day. This comes to about $12. 50 per 
person. 


Hong Kong to Follow Japan in Setting 
Quotas on Garment Exports to U. S. 


Hong Kong garment manufacturers are moving toward 
adeption of quotas on exports to the U.S. A newly 
formed group, Hong Kong Garment Manufacturers 
Assn., is considering a plan that will put ceilings on 
various items. While details are not yet settled, observ- 
ers believe quotas will approximate 1959 export totals. 

Hong Kong shipped $45-million worth of apparel to 
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the U.S. during the first 10 months of this year. This 
was more than 40% of the total Hong Kong garment 
output. 

Effect of the quotas will probably be similar to that 
of the self-imposed Japanese limitations—which has beep 
to increase prices and push the manufacturers into highe 
quality goods. Hong Kong clothing makers may also 
diversify their product lines from cotton trousers and 
sport shirts to raincoats and woolen trousers. 

Future competition for the U.S. garment industry 
is likely to come from Taiwan. U.S. importers are 
setting up Chinese producers there in an effort to circum- 
vent the present Japanese and impending Hong Kong 
restrictions. 


Bid to Expand German Auto Empire 
Ends in Rebuff for Industrialist Flick 


West German industrialist Friedrich Flick has lost 
out, at least for now, on his bid to take control of auto 
maker Bayerische Motorenwerke AG (BMW) of Mu- 
nich (BW—Nov.21’59,p135). 

Despite predictions that Flick’s move would almost 
surely be successful, the executive board of Daimler- 
Benz—of which he is controlling figure—this week an 
nounced it has withdrawn its bid. Daimler had offered 
to relieve BMW’s financial difficulties in return for work 
ing control. Flick owns 40% of Daimler and made the 
offer through it. 

The retreat follows a stormy nine and one-half hour 
BMW stockholder session last week. Stockholders re- 
belled at the “take-it-or-leave-it” proposition made by 
Daimler and a consortium of banks. ‘They voted to 
re-examine BMW’s financial situation and to defer a 
decision on Daimler’s offer until after Jan. 1, 1960. 

Observers who are familiar with Flick’s business tac- 
tics do not regard the pull back as final. BMW manage- 
ment has indicated it will negotiate further with Daimler 
and its associates. 

At the same time, the Flick rebuff reopens the door 
for U.S. companies. American Motors Corp. has been 
interested in BMW, and General Electric is reported 
to be looking into participation in a BMW aircraft 
engine subsidiary. 


e ¢ e 
Business Abroad Briefs 
Leyland Motors, Ltd., of England, will begin marketing 


its trucks in the U.S. next year through the sales organi 
zation of Jaguar cars. It will attempt to sell diesel 


powered vehicles with capacities ranging from 8,000-Ib. to 


300,000-1b., including those made by its subsidiaries, Al- 
bion Motors and Scammell Lorries. 


The United Arab Republic has received three firm 
offers to set up automobile assembly plants in Egypt. 
Ford Motor Co., Fiat, of Italy, and Opel, of West Ger- 
many have put in bids. A French company, Renault, 
which recently suspended its operations in Israel to 
enter the Arab market, has not yet applied. The UAR 
government expects Renault to do so before Dec. 31. 
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CHRISTMAS ... the word itself brings to 
mind some warm and wonderful memories 
. .. some deep and abiding hopes. 


In spite of the uneasy tensions of the 


times in which we are living, the Christmas 
spirit gives strength. Its annual rebirth 


heightens our appreciation of things we 


hold dear... and inspires us anew to hold 


fast to our way of life and our trust in God, 


© METROPOLITAN LIFE INSURANCE COMPANY (A Mutual Company) 1 Madison Avenue, New York 10, N.Y 


In this season of good will, the Metropolitan 
Life Insurance Company ... whose privilege 
it is to serve so many families throughout 
the United States and Canada. . . extends 
its most sincere wishes for all that is good 
today and tomorrow. 

May the warmth of happiness, good 
health and God’s blessings be with you at 


Christmas...and throughout the New Year. 
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New push for drugs 
Pressure pac ked ph irmaceuticals—like this 
spray-on bandage that breathes are the 
latest idea in aerosol pac kaging. Putting the 
all-important push into the new medicinal 
spray pa ks are GENETRON propellant 
gases trom Allie ds Gene ral Chemic al Divi- 
sion. Popul ir p ickaging idea? Sales of aero- 


sol drugs increased 155% in just one year, 
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...Where people with ideas open doors.... 


Cool comfort for cars 

Air-conditioner systems in modern 
cars let you close the windows on 
heat and humidity, dust and pollen, 
wind and road noise. Allied’s 
GENETRON superdry refrigerants 
help make it possible to engineer 
today’s « ompact, efficient units. 
Americans spent $150 million last 


year on automobile air conditioning! 


Cool savings for customers 

w concepts in refrigeration, 
utilizing Allied’s GENETRON refrig- 
erants, spark new ideas in food pack- 
aging, supé rmarket merchandising. 
Once-rare perishables, even com- 
plete meals, are now economically 
refrigerated. Self-service refrigera- 


tion sections offer lowered costs to 


stores, greater savings to customers. 
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If these ideas suggest product innovations or 
improvements for your business, why not writ 
to Allied Chemical Corporation, Dept. 129-B 
61 Broadway, New York 6, N.Y. 


ENETRON is an Allied Chemical trademark 


DIVISIONS: 
BARRETT 
GENERAL CHEMICAL * INTERNATIONAI 
NATIONAL ANILINE * NITROGEN 
PLASTICS AND COAL CHEMICALS 


SEMET-SOLVAY * SOLVAY PROCESS 
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TO AMERICA’S PROGRESS 





Now! See the difference new 
Pan Am Jets make in delivery time! 





A. 











> 
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New Pan Am Jets lop a whopping 40% off flight 

time, give you more speed, more space, more 

flights—all at no extra cost! 

What can new Pan Am Jets do for your business? Suddenly 

you can supply every overseas dealer as easily as dealers here 

at home. Suddenly the things you manufacture today can be 

anywhere in the world—and selling tomorrow! } 


Suddenly profits leap, too. For crating, warehousing and in- 
ventory problems are virtually eliminated. You even find that 
shipping by Jet costs less in many cases than the total cost 
for surface transportation. 

Why do more American companies ship by Pan Am Clipper* 
than any other overseas airline? Because of these profit- 
making Pan Am exclusives: 





More Space (10,000 pounds capacity with every new Jet 
plane!) * More Jets * More FLicuts * More SHippinc Points 


FROM THE U.S. * More Service (From electronically checked 
reservations to doorstep pickup and delivery, your product is 

in the hands of the most careful and experienced men in the 

business.) 

You can profit from Jets right now by calling your cargo agent, 

freight forwarder or Pan Am office. Get your product aboard : 
today—abroad tomorrow! *Trade Mark, Reg. U.S. Pat. Of. 


2 . World’s Most Experienced Airline 








SHRINKING THE WORLD TO EXPAND YOUR MARKETS 
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New Crackdown on Commercials 


Federal Trade Commission is 
taking a tough stand in its latest 
effort to clean up false and mis- 
leading advertising. 


The Federal Trade Commission is 
currently riding on a wave of indigna- 
tion over revelations concerning ques- 
tionable ethics in television broadcast- 
ing and rising concern about the general 
level of consumer advertising. 

For the first time in years, FTC offi- 
cials sense a real opportunity to run 
and run hard, on a live issue. 

Hard on the heels of the whole story 
of rigged TV quiz shows, FTC has un- 
dertaken a crackdown on advertising. 
So far, the steps taken include: 

e A sharp stepup in monitoring of 
radio and ‘I'V commercials. 

¢ Conferences with the major TV 
networks on the problem of cleaning up 
commercials. 

e A bundle of unfair competition 
cases against RCA-Victor Record Div. 
and other record manufacturers and 
some record distributors, cnarging brib- 
ery of disk jockevs. 

e Additional cases against adver- 
tisers, charging false and misleading ad- 
vertising on radio or television. This 
week, the manufacturers of Life ciga- 
rettes were charged with misleading TV 
commercials, extolling the virtues of 
Life’s filter. A new feature in this case 
is the inclusion of the adyertising agency 
that wrote the commerejal as a party 
responsible for the alleged misrepre- 
sentation. 

e The call for a two-day “confer- 
ence on public deception,” set for next 
week, at which consumer and _profes- 
sional organizations will exchange views 
with FTC in Washington on various 
phony or exaggerated advertisements 
that flood press, mail, radio, and TV. 

FTC’s biggest problems in its adver- 
tising crackdown is how to maintain the 
momentum generated by the quiz show 
scandals. Much of the time and effort 
being expended today on cleaning up 
commercials will go by the board if 
Congress loses interest—by not appro- 
priating more money, for example, for 
a permanent beefing up on ad policing. 
¢ FTC’s Functions—The five-man com- 
mission—set up by authority of thes1914 
Federal Trade Commission Act—has 
two broad functions: to curb monopo- 
listic practices that violate antitrust 
laws, as spelled out mainly in the 1914 
Clayton Act; and to ban unfair and de- 
ceptive trade practices, as spelled out 
mainly by the Federal Trade Commis- 
sion Act and its amendments. 
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The Robinson-Patman Act of 1936, 
amending the Clayton Act, covers dis- 
criminatory practices, such as discrim- 
inatory advertising allowances and vol- 
ume discounts, as well as conventional 
discriminatory price cutting. Amend- 
ments to the FTC Act strengthened the 
commission’s authority to police false 
and misleading advertising. FTC also 
has jurisdiction over the wool and tex- 
tile labeling laws, among others. 

FTC conducts its own investigations 
of alleged violations. Complaints of vio- 
lations may come from Congress, from 
business, or be developed by the com- 
mission’s own staff. In addition, FTC 
may investigate the economics and prac- 
tices of a whole industry, as it is now 
doing in the food field. The full com- 
mission may issue a cease and desist 
order if the case gets beyond its trial 
examiners. Thereafter the case—or the 
order—may go to the federal courts. 
¢ Other Issues—At the same time, FTC 
is also embroiled in other ventures— 
equally important, but which lack the 
drama of its advertising campaign. A 
checklist of the current hot issues facing 
the commission also includes its well 
publicized Robinson-Patman Act task 
force—designed to step up compliance 
with the controversia’ price discrimina- 
tion law. 

Also, in connection with its study 
of the food industry—aimed at concen- 
tration of business, with emphasis on 
the food chains—it has already moved 
against two big chains, National Tea 
Co. and Kroger (BW—Apr.11'59,p57) 
without waiting for final findings of its 
study. It has charged that the acquisi- 
tions by these companies violate both 
the antimerger laws and the unfair 
trade practices laws. 


|. Advertising 


The task of effectively policing the 
nation’s burgeoning advertising is be- 
coming almost impossible for FTC. Be- 
fore the new crackdown was publicly 
begun, FTC was spending about $2.5- 
million of its total $7-million budget 
just on policing false and misleading 
advertising and the various labeling 
laws. Its staff of 739 and its budget both 
represent an increase, dating back to 
1957—primarily to aid its antimerger 
program. 

Yet, despite its case overload and 
money problems, FTC is now in the 
midst of an unparalleled attempt to root 
out what it considers false advertising. 
¢ Opening Gun—The announcement 
last month that FTC was going on a 
round-the-clock schedule of monitoring 





EARL KINTNER, FTC chairman, calls 
on the networks and consumer groups to 
help monitor radio and TV commercials. 


I'V network advertising was the begin 
ning of the campaign. Since then, staff 
lawyers in Washington have been 
watching the network stations, keeping 
minute-by-minute logs of commercial! 
and reporting on circumstances of any 
commercial that strikes them as exag 
gerated. 

The case against Life cigarettes, for 
instance, developed since the round-the 
clock surveillance began. The watchdog 
operation speeded up by several weeks 
the time between investigation and the 
filing of a complaint. 

Another example of this stepup are the 
“payola” cases against RCA and other 
record manufacturers and distributors 
From start of formal investigation to 
filing of complaints, FTC needed only 
four weeks. 
¢ Quick Decisions—The cigarette case 
—like another recent case against Col- 
gate-Palmolive Co.’s claims for _ its 
tooth paste ingredient “Gardol’’—illus- 
trates still another important aspect of 
the crackdown: The commission is try- 
ing to stay away from making charges 
that will get involved in lengthy clinical 
or medical evidence battles. 

It does not require much medical 
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-but time is 
relative 


and you can hurry things while 
it passes by. 

Success or failure for any business 
depends on time control, and 
Cincinnati Time Recorder features 
the most modern, efficient, 
economical Time/Record systems 
available. 
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REFER TO THE ‘“‘YELLOW PAGES’’ 


FOR YOUR LOCAL REPRESENTATIVE 
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expertise or lengthy clinical tests, says 
FTC, to establish that the comparative 
capabilities of filters to hold back water 
—the feature attacked in Life’s commer- 
cials—has little if anything to do with 
the capacity to filter tars and nicotine 
from cigarette smoke. 

FTC has painful recollections of ad- 
vertising cases embroiled in endless 
scientific testimony. Such cases take 
years of litigation and advertisers in 
the meantime can change to a dozen 
different ad campaigns or continue use 
of one under attack. For example, it 
took 16 vears for FTC to take “liver” 
out of Carter’s Little Liver Pills. 

A bundle of cases resulting in this 
sort of prolonged litigation would de- 
feat the whole point of the current 
program, which is to create immediate 
sensitivity among consumers and adver- 
tisers and congressmen to F’'T'C’s inten- 
tion to get tough. 


ll. Robinson-Patman Act 


FTC Chmn. Earl Kintner makes no 
bones about this fact: Of all problems 
facing FTC, the question of cooperative 
advertising is one of the really big ones. 

Cooperative advertising, basically, in- 
volves the payment by a manufacturer 
to his customers of part of the cost of 
advertising or promoting sale of his 
products. Under the Robinson-Patman 
Act, such payments may be illegal as 
price discriminations, or may be il- 
legal if (1) the advertising payments 
are not equally paid to all customers, 
or (2) if advertising payments are not 
made “available on _ proportionately 
equal terms” to all customers compet- 
ing in distributing the product. 

More manufacturers are violating 
these provisions of R-P than ever before, 
according to FTC. Recent estimates 
put the number of cases under investi- 
gation at around 70, affecting products 
ranging from chewing gum to house- 
hold appliances to food products. 
¢ Cooperative Ads—In addition, FTC 
picks up other cases related to the co- 
operative advertising issue in investigat- 
ing buyers—primarilvy large chain stores 
on charges of inducing discriminatory 
promotional payments. Buyers who 
illegally induce from their suppliers a 
promotional payment that is not being 
made available to competitors can be 
prosecuted under the Federal Trade 
Commission Act. 
¢ Price Discrimination—This is only 
the most burning issue presently exist- 
ing under Robinson-Patman. Other 
problems involve old-fashioned price 
discrimination. For example, virtually 
the entire carpet industry has been 
charged by FTC with making illegal 
price discriminations, in the form of 
volume discounts, to large customers. 

There are many thorny problems in- 
volved in area price discrimination. 





This is a practice by which a national 
seller reduces his price in one market 
where he faces local competition, while 
maintaining his level of prices in other 
market areas. Right now, a test case 
on this problem after FTC lost against 
Anheuser-Busch is waiting argument 
before the Supreme Court. There are 
similar cases pending against gasoline 
suppliers. 

¢ FTC’s Task Force—To cope with the 
rising volume of R-P Act cases, Kintner 
last month set up a task force composed 
of top legal staff advisers. This group 
is supposed to find ways to increase 
FTC's efficiency in prosecuting formal 
cases and to come up with ideas for 
putting the complicated legal require 
ments of R-P into usable guide books 
so that businessmen can make an 
informed effort to comply with the 
law. 

So far, the task force has been op- 
erating strictly behind the scenes. It 
rides herd on all Robinson-Patman Act 
complaints received by FTC’s field of- 
fices. What this amounts to is that the 
task force is cutting across organiza 
tional lines inside the commission, 
providing trial attornevs to investiga- 
tors from the beginning of an investi 
gation. This procedure is designed to 
see that R-P Act cases get priority at- 
tention in the investigation stage 


Il. Philosophy 


Of course, a great deal of F'T'C’s twin 
campaigns to step up Robinson-Patman 
Act enforcement and to crackdown on 
advertising is simply talk 

The commission—from Kintner on 
down—is among the first to admit as 
much. This is not any confession that 
FTC is not sincere about filing as many 
cases as it can or about the need for 
increasing its activitv. It is, however, 
an admission that FTC just cannot 
prosecute ever\ phony ad or every price 
discrimination, or everv unearned ad- 
vertising payment 
¢ Theme Song—In_ recent speeches 
around the country before business 
groups, Kintner has been plugging a 
constant theme: ““The laws are on the 
books. Thev are not going to go awav. 
We must enforce them. Please help us 
bv doing what vou can to get your own 
business into line and by urging vour 
industry members to do likewise. We 
promise to cooperate in such efforts, 
but we also promise to prosecute as 
many violators as we can. And remem- 
ber—the best wav to meet the rising 
demands in each session of Congress for 
tighter regulation of business practices 
is to do vour best to abide with the laws 
already in force.” 

e Exchange of Views—The conference 
on public deception next week is in 
line with this idea that FTC cannot 
hope to stop violations just by prose- 
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DID YOU 
GET A PIECE 
OF THIS 
$45,000,000 
CONTRACT? 


Right now, the last of this money (all private funds) is being 
spent so that the now famous Dresden Nuclear Power Station 
(whose prime contractor was General Electric Company) 
can begin producing electric power for the Commonwealth 
Edison Company, serving the Chicago area, by mid-1960. 

What can this mean to you? If you’ve been thinking of the 
nuclear market as something “off in the future”, here are 
facts about The Dresden Station you should know about. 

More than 150 companies that make everything from del- 
icate instruments to building blocks—many of them small 
companies—have sold their knowledge, ideas, products and 
services to help create The Dresden Station. The manage- 
ments of these companies know,that the nuclear market is 
spending money, big money, right now. 


@ NUCLEONICS tie wite of se nuclear ag 


) A McGRAW-HILL PUBLICATION - 330 West 42nd Street, New York 36, N.Y. 





Here’s another fact for your consideration. Right now 
approximately 1900 different companies sell and advertise 
to the nuclear market. Construction companies. Chemical 
companies. Meta! fabrication companies. Designers. They 
know that the time to start developing this market is now. 

If you have felt that this amazingly dynamic market is 
“not for you right now”—may we send you a complete article 
on The Dresden Station together wita a list of the suppliers? 
Only 75¢. Read it looking for opportunity, as so many others 
have. oe Rhee ia 

Take a look at Nucleonics Magazine, too! This authorita- 
tive market-place for nucleonic ideas, products and services 
reaches key buyers all over the world, Use it to establish your 
own “stake” in this fast growing field. 9.1 
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Starch—Sugar—Flour—Salt: More and more of 
these and other products of American Industry are 
moving to market in rugged Raymond Multiwall Bags. 
They're quality-controlled from tree to finished product. 


RAYMOND BAG CORPORATION 
Middletown, Ohio + A Division of Albemarle Paper Mfg. Co. 
District Offices: New York + Chicago + Kansas City - Baltimore 









cuting violators. At the conference, 
Kintner plans an exchange of views on 
various advertising and pricing prob- 
lems between his staff and leaders of 
important consumer and public af- 
fairs groups. 

The invited participants include as 
keynote speaker Raymond J. Saulnier, 
chairman of the President’s Council of 
Economic Advisers, and such experts 
as Dr. George Katona of the Uni- 
versity of Michigan Survey Research 
Center, and such _ opinion-shaping 
groups as the American Society of News- 
paper Editors & Publishers, the Na- 
tional Better Business Bureau, and 
special consumer groups. 
¢ Bid for Help—Kintner doubts that 
the meeting will turn up new forms of 
advertising or price trickery. His main 
object is to shift some of the responsi- 
bility for coping with dishonest and 
misleading business practices from FTC 
to the consumer groups. In addition, 
he hopes that the techniques of 
the Washington conference—the in- 
terchange of information and opinions 
—can be carried over into other trade 
groups. 

The conference idea stems from Kint- 

ner’s conviction that FTC has to count 
on a great deal of industry cooperation 
in order to have the laws obeved. One 
of his favorite statements is that all the 
commission gets after winning a case 
is a cease and desist order against the 
violator. But, he savs, “The commis- 
sion’s primary responsibilitv is to seck 
the abolishment of illegal practices, not 
to punish those engaged in them.” 
e Reactions—Some cynics—even some 
of his own staffers—wonder whether 
Kintner’s well-intentioned appeals will 
succeed. They believe that advertising, 
for example, cannot be _ effectivelv 
cleaned up without “several vears of the 
same kind of spare-no-expense treat- 
ment we've had in the past month.” 
They point out that businessmen can 
calculate the odds of getting caught by 
FTC as well as the commission can. 
And right now, thev sav, the odds are 
pretty long. 

There’s no doubt that Kintner is 
aware of this. After 11 vears of previous 
FTC service—as a trial attornev, legal 
adviser, and general counsel since 1953 
—Kintner knows the strengths and 
weaknesses of the commission. But he 
hopes to get a substantial budget in- 
crease next year to support a continued 
tough advertising program. He already 
has hinted at Administration support for 
a special supplemental appropriation 
this year for that purpose. 

And while Kintner himself wonders 
if he is just naive, he is still convinced 
he sees a growing determination on the 
part of responsible business leaders to 
work for compliance with the laws FTC 
enforces. He expects FTC to help all it 
can to encourage that. END 


BUSINESS WEEK e Dec. 19, 1959 








m= a 














a =e eS OVE eS a 














How much does “‘do-it-yourself”’ really cost us? 


The question’s cropping up alot these days. And with good reason. 

For one thing, management’s learning that the decision to do 
a construction or maintenance job with in-plant labor is all too 
often based on only the roughest of cost estimates. Recent research 
findings, for example, reveal that nearly half of the companies 
where “do-it-yourself”? work is done have little or no cost data 
whatever on work of this type. 

Many estimates, too, ignore such important cost factors as the 
expense of hiring, training—then firing!—the extra manpower 
needed for periodic ‘‘do-it-yourself’’ projects. Or the cost of super- 
vision. Or internal overhead, insurance and other fringe benefits. 

When you cost-account “do-it-yourself’’ closely, it’s revealing 
how expensive it really is. Small wonder, then, that more and 
more companies are finding it’s better—in many ways—to con- 
tract-out construction and maintenance work! 

SEND FOR THESE REPORTS. Two reports on contracting-out 
are available from NECA upon request: (1) “Maintaining Produc- 
tion for America,” a 16-page review of maintenance by contract 
services, prepared by the Construction Industry Joint Conference; 
(2) “Contracting-Out,” a survey of contracting-out policies among 


74 industrial plants, published by the Graduate School of Business, 
Columbia University. For free copies, please write NECA, Dept. 
B-12, 610 Ring Building, Washington 6, D.C. 
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How contracting-out benefits industry 
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® Stabilizes employment by eliminating “‘hire-and-fire” cycles. 


@Pinpoints job costs. ‘‘Do-it-yourself”’ estimates often inaccurate 
due to use of unrealistic charges for internal overhead, etc. 


@No outlays for special equipment or supplies. 


@ Assures firm job completion schedules; performance 
and equipment guarantees. 


Frees plant manpower for production needs. 
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National Electrical Contractors Association 
NE CA 610 Ring Building, Washington 6, D. C. 
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Only a typist (no billing or calculating machine operator) 
is required to calculate and print a complete bill or 

invoice with this Friden Computyper® Model B. 

Typist enters heading, quantity, unit price, and product 

descriptions ...Computyper computes extensions, additions, 
deductions, totals. Simultaneous punched card output 

optional. Here is office automation at truly low cost: 

An Automatic Bittinc DEPARTMENT AT A SINGLE Desk! 


Friden automatic office machines—the “Tape 
Talkers”—are the first to look at when you seek 
to cut down on manual typing, manual check- 
ing, and human calculating in your billing! 

Friden has pioneered practical, versatile 
and low-cost machines for handling invoices 
and all other business paperwork. 

Start with one Friden unit, then add another 
and another and another as each pays for itself. 

You will see the pay-off immediately, using 
your present forms, without need for specially 
trained operators. 


To write invoices automatically 


from existing tab cards, edge- 





punched cards, or punched paper tape, see 
the new Model CTS Friden Computyper. CTS 
produces and reads punched tape or edge- 
punched cards. Also, by hookup with other 
automation units, this machine produces tab 
cards simultaneously. Up to 90% of invoice 
can be put through automatically, with oper- 
ator filling in only variables. CTS eliminates 
costly, continuous manual data reprocessing. 


© Friden, Inc. 


Kaw the. Systane Automatic office operation is the Friden function — 
call your Friden Man or write Friden, Inc., San Leandro, California... 
sales, instruction, service throughout U.S. and the world. 
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In Marketing 


FCC Chairman Shifts to “Maybe” 


On Question of Network Licensing 


Licensing of radio and television networks has drawn 
a “maybe” for the first time from the chairman of the 
l’ederal Communications Commission, John C. Doerfer. 
Doerfer now agrees that the networks could be con- 
trolled better directly than through the back door as 
at present—that is, through the licenses of network- 
owned stations. 

The FCC heard 30 clergymen, educators, and civic 
leaders last week blast programing for its “low level,” 
in the first of a series of hearings on the agency’s proper 
role. Most common suggestion by the more knowledge- 
able critics: that the FCC hold stations to the high 
promises of public service programing they invariably 
make when applying for a license. 

House investigators, meanwhile, indicated that some 


station managers and owners are just as much involved - 


in “payola”’ as are disk jockeys. The probe is also turning 
up evidence that the popularity ratings of the “top 40” 
tunes are rigged by bribes to record retailers to report 
false sales. 


New Laws Make Sundays Bluer Than Ever 


For Retailers; They Fight Back in Court 


New blue laws are putting a crimp in Sunday selling 
and raising a spate of court attacks on several fronts. 

Last week, the Federal District Court in Newark 
turned down applications for temporary injunctions 
against enforcement of New Jersey's law. ‘The State 
Supreme Court is expected to decide shortly whether 
it will hear the case; the lower court upheld the laws. 
The U.S. Supreme Court also refused to call off enforce- 
ment of the new Pennsylvania law, which is also being 
contested. 

The New Jersey law went to a referendum vote this 
fall in 15 of the state’s 21 counties. ‘Twelve counties 
voted for the ban; three opposed it. Harry Moreign, 
Newark furniture store operator, is attacking the law 
as a violation of religious liberty, and a big discount 
chain, Two Guys From Harrison, is challenging its 
constitutionality across the board. ‘The law pinpoints 
certain articles that may be sold on Sunday. A key 
question, says Herbert Hubschman, president of Two 
Guys, is how did the legislators arrive at the articles to 
taboo? Pending the State Supreme Court’s action, Two 
Guys is staying open—but is selling only articles on the 
permitted list. 

Pennsylvania got a new, tougher blue law last Sep- 
tember. Here, too, Two Guys immediately challenged 
the law. It won a temporary injunction, which the high 
court has refused to extend. Philadelphia’s five depart- 
ment stores quit taking phone orders on Sunday when 
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the new law took effect. Then Lits and Snellenburgs 
went back to Sunday phone selling until a decision on 
the law has been reached. 

In Michigan, the Michigan Council of Churches is 
urging congregations to stop making purchases on Sunday. 
And test cases on blue laws are looming in several other 
States. 

The U.S. Supreme Court meanwhile has two other 
cases pending. One involves the Maryland law, which 
the state courts have upheld. ‘The other concerns Massa 
chusetts, where the state is appealing a federal district 
court ruling that that state’s blue law is unconstitutional. 


The Used Car Shopper: He Leaves Wife 
At Home, and Generally Doesn’t Haggle 


Who's in the market for used cars—and why? In 
what he calls the first depth study of this subject, Chicago 
Tribune research director Pierre Martineau finds the 
used car buyer differs sharply from the new car customer. 

Used car buying is one area that rules out the woman 
shopper—four out of five men leave their wives home 
while looking around. ‘Two out of five will actually buy 
without first showing the car to their wives. ‘This male 
customer runs five to 10 years younger than his new 
car buying counterpart. 

Not surprisingly, economy furnishes his main motive. 
But generally he will go for a prestige-make used car in 
preference to a low priced new one. Prestige and appear- 
ance are particularly important to the buyer in a low 
income bracket. As income goes up, interest shifts 
toward mechanical condition and reliability. 

Where does he shop? Preferably, at a franchised 
dealer. While he doesn’t show loyalty to a particular 
dealer, he does tend to stick to a particular manufac 
turer's outlets. For example, 65% of those owning a 
GM make intend to buy another GM. 

The used car buyer isn’t a very aggressive shopper. 
One-third buy from the first dealer they see. And two 
thirds pay the asking price. When he gets a discount, 
it’s likely to run about 10%. 

According to the survey, the used car area is one where 
Ford clearly begts Chevy in registrations. 22.2% of the 
used car buyers have Fords versus 18.8% owning 
Chevies. 


s & e 
Motorola Mass-Produces FM for Autos 


Long the bread-and-butter item for Motorola, Inc., 
the company’s car radio has gone snobbish. With its 
1960 line, the company slipped the ribbon off the first 
domestic mass-produced FM radio for car use. ‘The 
radio will operate on the electrical system of about half 
of all cars on the road, including all the newer Detroit 
made cars, the company says. It will sell for about $125 
—from $50 to $100 less than any comparable foreign 
models on the market. 

The radio mounts easily under the dash, may utilize 
a two-speaker system. Motorola claims the reception is 
as good as its hi-fi console line, with a range from 50 
to 15,000 cycles. 
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WINTER comes early to Springfield, Vt. Heating bills run high, and roads are hard to travel as the snow piles up. 


Tool Center in the Wilderness 


Far from madding crowds—and, co- 
4 incidentally, from raw materials, cus- 
——, tomers, and public transportation—lies 


al 


“ Springfield, Vt., described by one of 

oat a its leading citizens, former Sen. Ralph 
Flanders (picture, page 83), as “an is 
land of heavy industry completely sur- 
rounded by cows.” 

Springfield is a village of 5,000, 
cramped into a steep, narrow river val 
ley in the southeastern part of the 

| ae aie a x : : : state, about 100 mi. from Boston. 
PTIONS - FILMS . LS Besides its isolation, Springfield bears 
aan other crosses in its career as an industrial 
witie island in rural Vermont. The worst is 
that it is a one-industry town, and- that 
this lone industrv—machine tools—has 
ups and downs that match the contours 
of the nearby Green Mourtains. Thus, 
employers, employees, local businesses, 
and even local government seem to be 
riding a perpetual economic roller- 
coaster. 

¢ Unlikely Choice—Many a visitor has 
wondered aloud how Springfield, so un- 
likely a site for industry and with so 


ran 





SINCE facing picture was taken, traffic 
light got big-city pedestrian sign. 
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SUMMER Life is serene in the “Valley of Precision,” where the shop chimneys mingle with church steeples between the hills. 


GOLF COURSE, with fearsome obstacles along its hilly 18 holes, 
was built largely by Springfield townspeople in their spare time 


CHILDREN go to first-rate schools, supported 
largely by taxes on the local machine tool shops. 








CUTTERS, the tools that put teeth in gears, are heat-treated 
for hardness by veteran worker at Fellows Gear Shaper Co. 


BRYANT Chucking Grinder men check electric 


control panel for internal chucking machine. 


- ns 


JONES & LAMSON built this prototype of a tape-controlled turret 


lathe three years ago. It has sold several of this model since then. 
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fluctuating an industry, has managed to 
survive. Springfield’s boosters like to re- 
ply in the famous analogy of the bum- 
blebee: According to all aerodynamic 
theory, it can’t possibly fly but, being 
unaware of this fact, it flies anyway. 
Indeed, Springfield does more than 
merely survive; in the long run, it pros- 
P rs. 

“If I had it to start all over again 
t day,” says an executive in one machine 
tool shop, “I wouldn’t put a machine 
t.ol company in Springfield.” 

On the other hand, says an executive 

e-president, “With all our troubles, 

have a pretty sound business here 
it has paid the emplovees, the owners, 

d the town a heck of a Jot of money.” 

Springfield ranks as one of the na- 

n’s important machine tool centers, 

ounting for 5% or 6% of the in- 

trv’s $1-billion sales in a good year. 

zal industry employs around 4,000 

n in moderately good times. The 

roll has ranged from as high as 9,000 

he peak of World War II to as few 

»,000 in the recent recession. 

3ig Three—The three largest com- 

ies in Springfield are Jones & Lam- 
Machine Co., Fellows Gear Shaper 
, and Brvant Chucking Grinder Co., 
ich is now part of Ex-Cell-O. Corp. 
x-Sen. Flanders himself belongs to 
“island” of machine tool industry. 
one time he served concurrently as 
sident of Jones & Lamson and of 
int. He holds more than 50 patents 

, though semi-retired, still comes up 

h refinements for machine tools. 

‘he three big companies, locally 

wn just as “the shops,” suffer from 

violent business swings that are ap- 
ently inherent in the machine tool 
istry. In recent vears, sales by Jones 
amson have ranged between $9.5 
lion and $27-million; Fellows, be- 
n $1l-million and $22-million; 
int, between $5-million and $17- 
mai!lion. 

':mplovment has reflected these fluc- 
tu: tions: Jones & Lamson between 950 
and 1,700 workers; Fellows, between 
1,100 and 1,500; Brvant, between 450 
and 800 workers. 

* Littke Three—Springfield also has 
three smaller industrial companies: 
Lovejoy Tool Co., Parks & Woolson 
Machine Co., and Vermont Foundries, 
Inc. None of these is big enough, with 
labor forces of only about 75 for each, 
to take up the employment slack when 
a recession hits the bigger companies. 

The foundry, now a subsidiary of 
Bathgate Foundry of North Grafton, 
Mass., has wide swings in business, too, 
since its products are tied to capital 
goods industries. But it is rarely brac- 
keted with the five other companies 
in town, because its work doesn’t re- 
quire the same precise machining skills. 

Lovejoy produces cutting tools, the 
blades that do the work on certain ma- 
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EMINENT TOWNSMEN, former Gov. Joseph B. Johnson (left) and former Sen. Ralph 
Flanders, get together ever coffee at the corner drugstore. Both were tool executives. 


chines. These are current-expense items 
rather than capital goods, so Lovejoy is 
less vulnerable to industry cycles. But 
when recessions are as deep as last year’s, 
Lovejov suffers, too. Still, it feels the 
effects later and recovers sooner. 

Parks & Woolson, which recently be- 
came a division of Riggs & Lombard, 
Inc., of Lowell, Mass., produces dry- 
finishing textile machinery, the ma- 
chines that raise the nap on cloth and 
shear it off at an even depth. Although 
textile machinery makers ordinarily are 
subject to the same extreme peaks and 
valleys as the machine tool industry, 
Parks & Woolson escaped the worst of 
the recent dip. It offered a new shear- 
ing machine that’s two or three times as 
fast as existing models. Sales held up, 
savs W.N. Hadley, who developed this 
machine, because customers couldn't 
afford not to buy the new model 


|. Valley of -Precision 


This, then, is the industry of Spring- 
field, Vt., or—as the Chamber of Com 
merce likes to call it—the “Vallev of 
Precision.” Its employers are few and 
are largely in a feast-or-famine business. 
Its labor force is skifled and stable, not 
to say immobile. As in the nation at 
large, seniority rules have tended to cre- 
ate immobility in the work force—most 
men who are laid off would rather wait 
for their old jobs than start elsewhere. 

Springfield is a community served by 
neither passenger trains nor commercial 
airlines. The town maintains an airport, 


and each of “the shops” must own a 
plane to bring in important customers 
It is a community where shipping costs 
are high, though this becomes a less 
critical factor when the product is a 
machine tool priced at thousands of 
dollars. 

¢ Civic Prosperity—Despite its limita- 
tions, Springfield is a prosperous town 
Streets are wide and newly paved, hills 
are cribbed to prevent erosion, blighted 
buildings are confinually being bought 
up and demolished and their sites used 
for parking. 

The town boasts a large hospital, 
handsome new schools, water and sewe! 
lines extended far out into the countr 
in anticipation of future building, a 
“homemade” 18-hole golf course (pic 
ture, page 81) with hair-raising hazards 
built into it, and one of the finest inns 
in the state—Hartness House, owned 
and subsidized by the shops (in a good 
vear it loses only $15,000). 

Most of these civie amenities were 
paid for, directly or indirectly, with 
machine tool money. 


ll. Why Springfield? 


When outsiders ask how the machine 
tool industry ever happened to take root 
in Springfield, they're likely to get a 
laconic Yankee answer: “It was invented 
here.” 

Springfield owes its prosperity, almost 
its very existence, to James Hartness, 
who was imported from Connecticut in 
1889 to become superintendent of Jones 
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WATER + HEAT + GAS ~ ELECTRICITY - TELEPHONE + OFFICE MACHINES + RADIO AND TV + SERVICE CONTRACTS 


STOP CUSTOMER SERVICE GRIPES! 


ACME VISIBLE ROTARIES speed dispatching of your 
installation and service repair men. 








Keep promised service schedules. Centralize 
all incoming service requests and outgoing 
service orders around the efficient control 
hub of an Acme Rotary Dispatch Center. 
See at a glance the disposition of your field 
service force . . . equalize work loads and 
end service delays that breed customer dis- 
satisfaction. An Acme Rotary saves office 
space . .. saves time wasted in dealing with 
irate customers . . . builds your reputation 
for prompt service, your number one guar- 


dian of good customer relations. 
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World's largest exclusive makers of | 
visible record systems. 


ACME VISIBLE RECO) Inc. 
1312 West Alliview Drive, Crozet, Virginia 


Please send free report on order dispatching 
Rotary and other Rotaries for handling data and 
records 50% faster. 
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& Lamson, which was then making 
miscellaneous items for the local 
lumbering industry. 

Hartness, who went on to become 
president of the company and governor 
of Vermont, brought with him plans 
for a new turret lathe. The shop put 
through a trial run of 15 of these lathes. 
The first 15 were hard to sell, but de- 
mand later snowballed. Ever since then, 
Jones & Lamson has probably been best 
known for these turret lathes, though 
today it has four other major machine 
tool lines. 
¢ Narrow by Choice—Like many old 
Yankees, Hartness was interested more 
in turning out what he wanted than 
what the customer might want. For 
years J&L produced only one model and 
one size of lathe. (Some Springfielders 
feel too much of this philosophy lingers 
in “the shops” today.) 

Even more curiously, in the light of 
modern business practice, Hartness 
made a point of keeping the company 
out of new products. When three suc- 
cessive chief engineers invented im- 
portant tools outside the turret lathe 
line, Hartness gave each man some 
capital and his blessing, and sent them 
up the street to start new companies. 
These men were, in order: 

e Edwin R. Fellows, who invented 
a machine to cut teeth in gears. 

e William L. Brvant, who _ in- 
vented a machine for internal grinding. 

e Fred P. Lovejoy, who invented a 
unique way of locking replacement bits 
or blades on lathes. 

These are still the key products of 
these companies todav. 

Keeping businesses small, uncom- 
plicated, and in the family was charac- 
teristic of the old Springfield, but the 
trend is away from this now. Manv men 
in middle management, at least, are 
“outsiders” —machine tool experts who 
have been brought in fairly recentlv to 
do a more aggressive job in research 
and development or in merchandising. 


lll. Town and Front Office 


As the machine tool companies grew 
in Springfield on the strength of inven- 
tions and new enterprises, so did a feel- 
ing of interdependence between the 
town and the companies. This inter- 
mingling of interests has helped to keep 
industry in town despite Springfield’s 
shortcomings as a manufacturing center. 

The shops pay half the town taxes. 
Thev haven’t anv such voice at town 
meetings, where the decisions of local 
government are made. However, the 
community's “thought leaders,” in 
working for the public good, are rarely 
found far afield from local manage- 
ment’s goals. 

One of the most influential of these 
leaders, and the man who runs the com- 
munity’s day-to-day affairs, is Town 
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STEPS IN THE RACE TO OUTER SPACE 


Atomic Pulse Rocket 


This is the Atomic Pulse Rocket, a pot- 
bellied space ship nearly the size of the 
Empire State Building, propelled by a 
series of atomic blasts. 

The enormous rocket (weighing 75,000 
tons fully loaded) is designed to leave 
Earth with a thrust of 100,000 tons. Al- 


together a thousand atomic blasts—each “ 


equal to 1,000 tons of TNT—are fired 
from a low velocity gun into a heavy steel 
rocket engine at a rate of one per second 
until the vehicle leaves Earth’s atmos- 
phere. Then steam and vaporized steel 
maintain the thrust. After transit speed 
is reached, and the propulsion system 


shut off, power is provided by solar bat- 
teries plating the wing and body surfaces. 

Inside the rocket, living quarters are 
situated in the rim of a pressurized wheel- 
like cabin which revolves to provide arti- 
ficial gravity. Radio and radar antennae 
revolve with it. Tubular hydroponic 
“gardens” on either side of the rim grow 
algae to produce oxygen and high pro- 
tein food. 

The Atomic Pulse Rocket could trans- 
port payload to the Moon at $6.74 per Ib., 
less than one quarter the prevailing air 


freight charges over equivalent distance. 
A similar project is past the pilot- 
study stage in the Defense Department. 


ARAMA, now providing the inertial 
guidance system for the ATLAS ICBM 
and engaged in advanced research and 
development, is in the vanguard of the 
race to outer space. For this effort, 
ARMA needs scientists and engineers 
experienced in astronautics. A#A®A#A , 
Garden City, New York. A Division of 
American Bosch Arma Corporation. 


AMERICAN BOSCH ARMA CORPORATION 




















The only one-hand 
strapping tools 
SFC Series 


Complete line of 
air power tensioners 
PN Series 
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Power strap feeders 
Model PSF 
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Air power portable 
strapping machines 


AP Series Model M2O 





Fully automatic 
strapping machines 


SORE ERED 2959 Si TR PRESS 


The first air power feed wheel 
tensioner for heavy duty strapping 
FN Series 
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First compression strapping 
machines with bullt-in turntable B 
for 2-way strapping. CSF Series 





Electric portable strapping 
machines. AE Series 


9S ways to new 


Binding things together with steel 
strapping is a low cost way to elimi- 
nate individual handlings, save space, 
and prevent damage. These nine ma- 
chines—part of the most complete line 
of equipment in the steel strapping in- 


SIGNODE STEEL 





First in steel strapping 














Heavy-duty air 
power sealers 


savings 


dustry—create new ways to save with 
strapping. Signode will be glad to help 
you select the right equipment and 
devise methods to make the most of 
it. There’s a Signode man near you. 
Call him today, or write: 


STRAPPING CO. 


2607 N. Western Avenue, Chicago 47, Iilinois 


Offices Coast to Coast. Foreign Subsidiaries and Distributors World-Wide 
In Canada: Canadian Steel Strapping Co., Ltd., Montreal + Toronto 
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Manager J. Leslie Giddings, a shrewd 
old Vermonter known up and down the 
valley for his ability to trade cows and 
always come out ahead. Giddings takes 
the position that “what’s good for the 
shops is good for the rest of us.” This 
isn’t always an easy precept to follow. 
* Reserve Fund—For example, when- 
ver the shops, and the town, head into 
vhat Giddings calls “dull times,” wel- 
ire needs soar. Something has to be 
‘one for the hundreds who are laid off 
partly out of simple humanity but also 
o keep these skilled workers in town as 
community asset. Yet dull times are 
recisely when the shops can least afford 
icreased taxes. 

To avoid hurting the shops when 
hey’re down, the town has worked out 

way of laying up money against dull 

mes much as Vermonters lay up cord- 
od against the long, bitter winters. 
puts aside funds in good times for 

e in bad ones. Even after the last re- 

ssion, it still has $88,000, though it 
| isn’t put anything into the reserve 
f r several vears—“‘dull times” for ma- 
« ine tool builders. 

This reserve fund isn’t a piggy bank 

be broken and divided up among 

edv families when times turn dull. 

Nobody who can work is on the dole 

Springfield,” declares Giddings. In- 

ad, the fund is drawn upon for pub- 

works projects that otherwise might 
ve been put off a few years. Last 
it, for example, a small bridge was 
ilt for $6,444.77, and street widen- 

, and other highway work accounted 

r $5,000.98. 

One side advantage of doing these 

ings in dull times is not lost on 
Ciddings. “You get more for your 
noney then,” he says. 

Many of the workers have their own 
wivs of squirreling money for dull 
tines. One Jones & Lamson worker, 
for example, makes a point of living on 
his earnings from a 40-hour week; all 
overtime pay goes into the bank. It is 
said, however, that this kind of thrift 
is becoming less prevalent. 

* Company Prudence—The town’s 
providence and that of many citizens 
is also a way of life at the shops. 

Like the town and its more prudent 
citizens, the companies build up cash 
reserves in good times. These funds 
are used after a recession, as they're 
being used now, to finance the long 
period of inventory buildup, of rehiring 
workers, and of producing machines be- 
fore customers can be billed. Because 
of conservative financial practices such 
as this, it’s not unusual for J&L stock- 
hoklers’ equity per share, for example, 
to be twice the market price of the 
stock. This might be an invitation for 
corporate raiding except that the stock 
is believed too closely held for that. 

The companies cooperate with the 
town in almost every way possible. 
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When the town recently planned a 
sewer line smack under the visitors’ 
parking lot at Jones & Lamson, for ex- 
ample, it took only a brief phone call 
to get an easement, free of charge. 
However, the companies have their 
own respectful way with a dollar, and 
their enthusiasm for community sup- 
port stops short of paying more town 
tax than absolutely necessary. A por- 
tion of the tax is based on value of 
inventories each Apr. 1. Every Febru- 
ary and March, townspeople say, man- 
agement puts on all possible pressure 
to ship all machine tools in process. 
While the heads of the shops exer- 
cise no direct control over town matters 
—indeed, it is often said that they 
don’t agree among themselves on any- 
thing but the running of the Hartness 
House—their influence is felt. Company 
management is often represented on 
civic committees and the school board; 
J&L’s attorney is moderator of the 
town meeting. Vermont’s recent gov- 
ernor, Joseph B. Johnson (picture, page 
83), former general manager at Brvant, 
got his start in public office on the 


Springfield school board. 


IV. Labor Policies 


Springfield’s corporate, municipal, 
and personal thrift, of course, only pal- 
liates the problem of payroll fluctua- 
tions. For their own interests as well 
as those of their employees, the three 
shops do the best they can to hold 
their organizations intact in dull times. 
As Holmes H. Whitmore, J&L execu- 
tive vice-president, points out: “People 
don’t learn this business overnight.” 

In the recent recession, J&L went so 

far as to scour New England for sub- 
contracting work on which it was able 
to recover nothing more than its out- 
of-pocket costs. Average take-home pav 
at J&L is about $2.55 an hour, which 
is lower than the industrv’s average but 
high for Vermont. 
e Layoff Priority—Layoffs do occur, 
however. The layoff policy outlined by 
Edwin R. Fellows, II, general manager 
of Fellows Gear Shaper, is typical. 

“Our first move is to lay off the 
late-comers,” he says. “Next is to cut 
hours. Then if we have to, we lay off 
more, as we did last time. But in this 
instance we got back nearly everyone 
we wanted.” 

One. thing that keeps workers tied 
to Springfield shops is the fact that they 
seldom fire a man outright. “We rarely 
turn a man out into the cold,” says a 
personnel manager. “It’s too damn 
cold.” A man fired for cause from one 
shop in town could hardly hope to 
catch on with another shop—there’s too 
much cross-checking. 
¢ Killing Time—The most critical need 
is to hold the engineers. They're the 
hardest to recruit, to begin with. And, 


says General Manager Robert S. Jones 
of Jones & Lamson, “Once you lose 
them, they are apt to move away—they 
can get jobs more easily elsewhere.” 

So eng‘neers are the last to be laid 
off, not only because they are hard to 
come by but also because they might 
design new machines with enough sales 
appeal to lift the shops out of depres- 
sion. Often they get their best ideas 
during dull times—there’s less daily 
pressure then. 

An increasing minority of shop work- 
ers, chiefly the younger men, pile their 
belongings into the car and go away 
when they are laid off. They usually 
find work in Connecticut defense 
plants. “‘A skied machinist trained in 
Springfield can get a job anywhere,” 
Whitmore declares proudly. 

Many, if not most, of these men 
come back. “And this,” says Whit- 
more, “is sometimes our greatest asset. 
Those who return tell the rest there’s 
nothing like living and working in 
Springfield.” 
¢ Still a Problem—Life and work, how- 
ever, are none too secure in Springfield, 
especially for two groups: the low- 
seniority workers from surrounding vil- 
lages and farms (they aren’t Spring- 
field’s welfare problem) and the local 
homeowners. 

The laid-off homeowner isn’t free to 
hunt work elsewhere. He runs through 
his savings, unemployment compen- 
sation, and finally what money he can 
pick up at comparatively unskilled jobs 
in lumbering, farming, or public works. 
These days, he isn’t even sure of milk 
for his family—at one time every family 
had at least one cow; now not more 
than 10% do. 


V. Diversifying a Bit 


Ideally, Springfield’s solution would 
be to fd some other industry that can 
make use of the shops’ heavy capital 
investment but that is exactly contra- 
cyclical. ““There isn’t any such animal,” 
Robert Jones notes. 

The next best is to diversify, and 
the three shops are all doing it. Bryant 
is making probably the most sophisti- 
cated attempt. It has turned its ability 
to make high-speed, vibrationless mo- 
tors and spindles to the equally precise 
job of making magnetic memory drums 
and disk files for computers. 

Within a few years, Bryant has be- 
come the dominant supplier of these 
items to the computer industry. This 
year it expects to ship $1.5-million 
worth, next year $2.2-million worth. 

“Our policy calls for us ultimately to 
be in the entire computer peripheral 
area,” says Joseph Smith, head of 
Bryant’s Computer Products Div. This 
would include input and output as well 
as memory devices. The company con- 
siders that the needs in this area are 
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pagemaster® 
now serves six major universities 


Universities in California, Tennessee, Michigan, Maryland, Pennsylvania 
and Delaware get instant contact with key personnel with PAGEMASTER 
Selective Radio-Paging Systems by Stromberg-Carlson. 

Coverage is complete throughout the campuses, with signals reaching up 
to a radius of three miles in one particular installation. 

Starting with a few dozen receivers, these schools can expand their systems 
to full capacity of over 450 receivers to meet growing needs. There is no 
additional installation cost. 

Key people are equipped with these transistorized pocket-size receivers. 
When any of them is called, but is away from his usual location, the telephone 
switchboard operator sets his private signal on the PAGEMASTER encoder (a 
unit of adding machine size next to the switchboard) and flips a switch. 

Instantly that individual’s receiver—and only his—responds with a pleas- 
ant but commanding signal. He picks up the nearest telephone and reports. 
The signal automatically repeats every 20 seconds until the call is answered. 

PAGEMASTER selective radio-paging can meet your need for fast contact 
with key people—whether yours is an educational, industrial or commercial 
organization, in one building or many. You can have a system tailored to 
your own requirements, whether you need just a few receivers—or several 
thousand. Systems are available for lease or purchase. 

For more information about these installations or on how to fit PAGEMASTER 
to your individual needs, contact us at 200 Carlson Road. 


“There is nothing finer than a Stromberg-Carlson” 


STROMBERG -CARLSON 
a oivision ofr GENERAL DYNAMICS 


PAGEMASTER SALES, ROCHESTER 3, N.Y. 
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mostly for precision metalworking and 
skill in electro-magnetic control, rather 
than for advanced electronic capabili- 
ties, so it should be well qualified to get 
into the field 

¢ Still Cycling—Diversification at Fel- 
lows is less ambitious, yet has had a 
greater impact on the plant. The shop 
is making plastic molding machines. 
Unlike Bryant’s computer products, 
whose sales have gone up in a straight 
line, these machines have their own 
cycles, not, entirely divorced from those 
of machine tools. At the moment, Fel- 
lows is busier making plastic molding 
machines than making gear shapers. 

So far, Jones & Lamson has had the 
least success with diversification. It 
produces a comparator, which is an op- 
tical magnifying device for inspection 
of products turned out by machine 
tools. This device is still tied to the 
machine tool industry, though its sales 
are less cyclical. 

At one time the company tried to 
buv its way into the business of produc- 
ing home workshop tools. Its timing 
was bad, though, and it had to write off 
that venture as a bad investment. None- 
theless, of all the shops in town, J&L 
has the broadest product line, hence 
could be considered the strongest. 


VI. Old Rocking-Chair 


There are explanations of how the 
machine tool industry has managed to 
get along in Springfield through thick 
and thin, but the question remains: 
Why do they stay? 

There’s no particular business reason 
except, as Edwin Fellows says, “We 
can’t move.” 

Nicholas Leyds, vice-president and 
general manager of Bryant, explains it 
this way: “The most important ingre- 
dients in the manufacture of a ma- 
chine tool, accounting for 65% of the 
cost, are brain work and manual skill. 
Both of these take trained people. It 
would be possible to take the plants 
awav, but the people won’t leave.” 
e¢ Deep Roots—Springfield has a pool 
of skilled precision workers whose roots 
go deep. More than 50% of the peo- 
ple at J&L, for example, have worked 
there for more than 15 years. Much 
the same is true at the other shops, 
despite the on-again, off-again nature of 
machine tool employment. 

These executives, engineers, and ma- 
chinists like the advantages of Spring- 
field—of being able to hunt, fish, and 
ski practically in their own yards. 

E. W. Miller, 79-year-old patriarchal 
president of Fellows Gear Shaper, ex- 
presses the prevailing sentiment: “I 
don’t think happiness can dwell where 
there’s too much smoke and grit. The 
topography of Vermont, thank God, is 
such that it will never become a heavily 
industrialized state.” END 
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s It took $6,197,900 to start 
1 
‘ this spool turning 
he 
It GENERAL TIME CORPORATION, a leader in precision timing 
aA equipment, recently designed the Stromberg® Transacter* 
ve ia System for swifter collection and more accurate recording 
he of production and scheduling data. Information from as 
es many as 60 widely separated plant locations can now be 
punched on a single tape, which is then fed into automatic 
to typewriters, computers or communication systems. 
ad But to produce and market this new system General 
iff Time needed additional working capital. Company man- 
1e- agement turned to Kidder, Peabody & Co. 
7L, Kidder, Peabody, heading a group of underwriters, sug- 
ce gested that Convertible Subordinated Debentures be 
offered to stockholders. The issue was fully subscribed and 
$6,197,900 was raised quickly and efficiently. 
he = saan capa a 
ns: ae IDDER, PEABODY & co. no. 5294 
on As Representative NEW YORK, N.Y. 
Ve ? = 
ad “H - GENERAL TIME CORPORATION ........-: 
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1a- RED NINETY SEVEN THOUSAND NINE HUNDRED and 00/100 DOLL. 
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0] Perhaps Kidder, Peabody’s experience in supplying 
ots needed capital to industry —$2,988,652,022 raised through 
“" public offerings and private placements since 1954—can 
wr be helpful to your company. If so, you are invited to write, 
ps, without obligation, to the Resic ~nt Partner in the Kidder, 
of Peabody office nearest you. 
na- 
ng- 
nd ’ 
‘e . KIDDER,PEABODY&CoO. 
cai FOUNDED 1865 
“y Members New York, American, Boston, Philadelphia-Baltimore, 
ere Midwest and Pacific Coast Stock Exchanges 
he New York 5 - 17 Wall Street . Boston 10 - 75 Federal Street 
Pv Pui.aDe.puia 9 ~ 123 So. Broad St. . Curcaco 3 - 33 So. Clark St. 
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For years, Boston’s tax base 
has been declining. As it did, 
the tax rate had to be raised 





to keep up with climbing expenses. 


1.6 


Real & Personal 
Property Valuations 


Valuations in Billions of Dollars 


1.0} | | | | 
1949 “Si "$3 


Data: City of Boston, 
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Tax Rates 
in Dollars 
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Last month, the decline had 
another effect: Moody’s 
reduced its rating of Boston 
bonds to the lowest level 
among big cities. 


MOODY'S RATING OF 
GENERAL OBLIGATION BONDS 


New York....... A 
eS A 
Philadelphia... .. A 
Los Angeles..... Aa 
NN eo ia Soe, A 
Baltimore....... Aa 
Cleveland....... Aa 
ee Aa 


BOSTON.... Baa 


San Francisco... ..Aa 


Pittsburgh....... A 
Milwaukee...... Aaa 
WOUNONR. 6... ts A 
mere. 6s <3 Aaa 
New Orleans....A 
Minneapolis... .. Aa 
Cincinnati. ...... Aaa 
SOGNIA, . i655 555: A 
Kansas City... .. Aa 


Data: Moody's Investors Service. 


Boston Bonds Rating Slips a Notch 


When the city of Boston went to 
the public last month to sell $5.8-mil- 
lion worth of bonds, it found itself in 
n unhappy situation: Moody’s Investors 
Service reduced its rating of Boston’s 
general obligation bonds from A _ to 
Baa—the lowest of any U.S. citv (table) 
with a population of 500,000 or more. 

Although Standard & Poor’s Corp. 
did not take similar action, Moodv’s 
decision to downgrade Boston bonds 
was not surprising. Manv in the fi- 
nancial community long had regarded 
Boston bonds as worthy of onlv Baa, 
and had traded them as such. To them, 
Moody’s simplv translated sentiment 
into svmbols. 
¢ Two Trends—Even though Boston 
has great wealth and no one really feels 
it faces financial ruin, Moody's and 
others in Wall Street have been dis- 
turbed bv two trends in Boston: decline 
of the tax base, increase of city expen- 
ditures. 

Unlike other major cities, Boston has 
been watching its tax base shrink 
(chart). But appropriations have soared 
from $130-million in 1950 to $196-mil- 
lion in the current vear. Because 
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the city depends on real and personal 
property taxation for 70% of its rev- 
enues, it has had to raise the tax rate 
to the present level of $101.20 per 
$1,000 assessed valuation—a level that 
the Mavor’s Realty Advisory, Commit- 
tee admits is practically confiscatory. 


|. Decline of Tax Base 


Several factors have contributed to 
the drop in valuations. Boston is an old 
city, and its property has depreciated. 
It has not been able to attract enough 
new construction to offset the depreci- 
ation. To be sure, manv of the 76 
outlying communities that make up 
Greater Boston have been booming in 
research and electronics. But Boston 
itself has failed to share their growth. 
In fact, it has lost people to them. From 
a population of 801,000 in the 1950 
federal census, Boston dropped to 725,- 
000 in a state census in 1955. 
¢ Impact—Investment houses were 
aware of Boston’s decline before 
Moody’s assigned Boston bonds a re- 
duced rating. And even though many 
of them disagree with the principle of 


ratings, or dispute Moody’s rating of 
Boston in particular, the rating did have 
an impact. Members of the bond syn- 
dicate said thev bid less for the Boston 
issue than thev otherwise would have 
At midweek, the syndicate still had not 
sold $2-million of the bonds, but market 
conditions were partly to blame 

here is some concern in Boston ove 
how buvers will receive an expected 
issue of $55-million to $60-million in 
short-term tax anticipation notes early 
in 1960. A municipal man in one Bos 
ton bank considered by competitors as 
excessively gloomy believes the interest 
cost to the city will be a full point 
higher for these notes. But a membe1 
of a svndicate-heading firm asserted that 
“the notes will sell at whatever the 
going rate is.” 

It’s the effect on long-term bonds 
that is more important. For one thing, 
any number of institutional investors 
will never buy anything less than an 
A-rated bond at any price. Then there 
are trust accounts where the instrument 
setting them up specifies A bonds or 
better. 

No one is willing to guess how big 
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Why Joe Cannon’s men idolize him 
2. 
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he warmest hearted boss in town, Joe Cannon ran his shop As Travelers’ man expounded when Joe got him on the phone: 
Upon the principle that happy men are hard to top. “Group Major Medical insurance forms the cornerstone. 
ach man enjoyed good wages, bonuses, a long vacation— I’ve seen too many cases where a working crackerjack 

All solidly protected by a Travelers Group foundation. Cannot produce if doctor bills are piling on his back. 






































_ 
— AL 
“A man recoups in time, but as you’ve probably discovered His men have solid reasons for their deepening affection: 
A bank account is years in getting healthily recovered.” Joe’s generosity is backed by Travelers’ sure protection. 
Said Joe, ‘““Group Major Medical with Travelers—good advice Group Major Medical with Travelers—what a noble plan! 
To keep my loyal workers off of thin financial ice.” You, too, can earn a medal—call a trusty Travelers man. 
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3) THE TRAVELERS 


Insurance Companies 


HARTFORD 15, CONNECTICUT 





All forms of business and personal insurance including Life « Accident «Group + Fire + Marine « Automobile + Casualty + Bonds 














CT AY LORIDD packacina 
SCORES IN THE HOT STOVE LEAGUE 


When the talk is about whittling costs of packing and handling 
corrugated containers, Gaylord comes in first. That’s why Gaylord 
is brought in early in any packaging discussion. The “book” 

says Gaylord is good field, good hit . . . with nation-wide field 
service handy to you, plus seasoned talent to analyze your 

needs and hit on the sound solution. 


Is some packaging requirement throwing you a curve? 
Call in your G-man ... he'll help you in a heartwarming way. 





CGAY TOR D 


CONTAINER CORPORATION 


HEADQUARTERS, ST. Louis 
PLANTS COAST TO COAST 














DIVISION OF Crown Zellerbach Corporation Sw 
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this market is. But whatever its size, 
Boston has lost it. 

In Boston itself, with its large num- 
bers of institutional investors and trusts, 
the city’s short-term and long-term debt 
securities haven’t sold well even in the 
hest of times. Old-time Yankees gener- 
lly consider the city’s fiscal affairs a 
ness. “Manv of us will always buy out- 

de just because we know Boston so 
ell,” says -one investment — banker. 
» Vicious Circle—The situation with 
hich they have lived is a vicious circle. 
‘Inder present circumstances, the grow- 
ig cost of Boston’s government can 
met only by a higher tax base or a 
gher tax rate, or both. If the tax base 
es not go up, the tax rate must. But 
ery time the tax rate is increased, the 
come produced by private properties 
‘ther than owner-occupied homes is re- 
« iced. Because the market value of 
ch properties depends on their in- 
me, the market value 


r 


C then goes 
d wn—and depresses the assessed valu- 
a on. But as valuations go down, the 
t. < rate must go up to compensate for 
tle decrease. And the circle starts all 


o'er. 
* Property Assessment—In theorv, Bos- 
1 could leave the tax rate alone by 
sing the ratio of assessment to mar- 
- value. Even though one- and two- 
nily houses range from only 30% to 
% of market value—depending on 
area—it’s unlikely that politicians 
uld want.to incite homeowners. And 
1er property already is assessed at a 
h ratio. 
“Nowhere else in the nation,” said 
iver W. Park, executive director of 
B \ston’s assessing department a few 
n mths ago, “does the real estate tax 
p--empt 30% of the gross rental in- 
c ne from an apartment building, 35% 
of the gross rental income of an office 
building, or 40% of the gross rental in- 
come from a retail store property. . . . 
Assessments on much commercial prop- 
erty are at 100% of full and fair cash 
market value.” 

One factor that contributes to the 
high ratios is the unusually high per- 
centage of tax-exempt property; 38% 
of Boston’s total assessed valuation is 
not taxable because it’s owned by col- 
leges, churches, hospitals, government. 
* Builders’ Dilemma—These are the 
tealities confronting an entrepreneur 
who thinks of building in Boston. The 
city is not without potential attraction 
to capital. Last vear, the Greater Bos- 
ton Economic Study Committee, a 
group of business leaders, found after- 
an exhaustive survey that entire indus- 
tries want to stay in the core city and 
would gladly move to new general of- 
fice buildings if these were built. 

The chief trouble the committee re- 
ported was that under today’s tax rates 
and assessment practices, owners of a 
gencral office building wouldn’t recover 


ee es tn.  codian Bene 
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their equity for 175 years. “In sum, 
office buildings cannot be built for 
rent in downtewn Boston,” the group 
concluded. 

After almost 30 vears, a handful of 
new buildings have begun to rise, but 
most of these have a substantial part 
of the space taken by the owner. 
More important, special tax arrange- 
ments have often made them possible. 
¢ Concessions to Pru—The outstanding 
example of new construction is the 
Prudential Center, which will include 
a 52-story office building, six apartment 
buildings, an auditorium, and a 25- 
story hotel. Boston never would have 
got this if the city hadn’t made drastic 
tax concessions. 

The special agreement with Pruden- 
tial Insurance Co. of America calls for 
a gradual tax raise from $450,000 to 
$2,550,000 over a seven-year construc- 
tion period. For the following 10 vears, 
the tax will be $3-million or 20% of 
gross income, whichever is higher, as- 
suring the Pru a 7% annual return. 

Assuming a market value when the 
center is finished of $100-million, and 
an assessment at 100% of valuation, 
the Pru would have to pay $10-million 
annually without the special arrange- 
ment—if Boston’s tax rate staved at 
about $100. 

As it is, whatever happens to the city 
rate, the Pru will be paving a private 
rate of $30. Even so, Boston is ahead. 
The Prudential Center certainly will 
generate higher tax revenues than was 
previously available from the land. 

It seems inevitable that future de- 
velopers will insist on similar arrange- 
ments. 


ll. Increase in Spending 


Though the cost of municipal gov- 
ernment is climbing everywhere, its 
absolute level has seemed proportion- 
ately higher in Boston. There are two 
schools of thought on why this is 
so. 
¢ School I—One of these insists that 
the major trouble is inefficiency, if not 
downright extravagance. Its thesis: 
There are too many people working 
for the city or, as one man cynically ob- 
served, working the city. The Real 
Estate Board claims that “Boston has 
more city employees engaged in com- 
mon city functions per thousand of 
population than any other city in its 
class, and that is 49.5% above the aver- 
age.” 

The Municipal Research Bureau, a 
private watchdog agency of the city bud- 
get, points at the police and fire depart- 
ments as two outstanding examples— 
the most expensive per capita in the 
country. 
¢ Costly Shower—Another favorite tar- 
get of groups like the Bureau is the 
public shower system, for example. 





Dating back to the turn of the century 
when many homes had no _ private 
baths, it is operated at an annual cost 
to the city of $600,000. Since the 
shower stalls are sparingly used today, 
the net cost per shower taken is about 
$2.50. 

All city employees, including those 
in the Bath Div., received a $6-a-week 
pay raise this year. This plus in- 
creased pension costs were the main 
cause of the $8.20 hike in the 1959 tax 
rate—the second largest jump ever. 
¢ Irish Inning—It has long been a tra- 
dition to work for the city in Boston 
In part, this goes back to the waves of 
immigration in the 19th and early 20th 
Centuries. The Yankees, who had ruled 
both the financial houses and City Hall, 
discriminated against the newcomers, 
particularly the Irish, with a vengeance. 
They forced the newcomers into the 
most menial construction jobs and low- 
paving domestic service. The immi 
grants soon learned to fight back with 
their only weapon: the vote. 

When, with the weight of numbers, 
the Insh captured City Hall, their in- 
herent tribal loyalty dictated that they 
introduce their kinfolk to the security 
and prestige of a city job. To this day, 
it borders on political suicide to elimi 
nate any significant number of these 
jobs. 

After the Yankees lost control, ac- 
cording to one student of Boston his- 
tory, “they retreated to previously pre- 
pared defensive positions in the sub- 
urbs.” 

Today after a vast middle-class exo- 
dus to the suburbs, there are no sharp 
nationality distinctions between the cit) 
and its surrounding communities, but 
the political and economic situation re- 
mains basically unchanged. 
¢ School II—If one school of thought, 
therefore, believes the tax rate is high 
because of governmental extravagance, 
the other is convinced that the suburbs 
are to blame by failing to bear their 
share of the area’s total government 
costs. 

One long-time observer of the Boston 
scene heatedly declares: “The suburbs 
freeload on the city and then moralize. 
They say the city must clean house be- 
fore they'll join in, but this is a rational- 
ization that lets them get away without 
paying their fair share.” 

Take the Metropolitan ‘Transit Au- 
thority as a classic example. In 1955, 
it operated at a deficit of $6.7-million; 
the estimated deficit for 1959 is $18.8- 
million. ‘The system’s largest union has 
just asked for a 25¢-an-hour wage boost. 
If granted, it would swell next year's 
deficit to $36-million. 

These losses are shared by the 14 
cities and towns directly served by the 
system. On the basis of the apportion- 
ment, which was figured out in a 1940 
traffic count, Boston pays 64.4% of the 
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ACCESS TO MARKETS 


In the Middle South—Arkansas, Louisiana and Mississippi— 
transportation facilities for industry provide economical access 
to U.S. and world markets: Eleven navigable rivers flow through 
the Area. The Mississippi and Intracoastal Waterway afford 
water routes via barge and ship to 35 states in the,U.S. and 
to all world ports, moving many of the processed and natural 
resources of the Area. Ten major railroad systems, hard- 
surfaced highways to all major markets, 13 scheduled passenger 
airlines and 13 air cargo carriers serve industry in the Middle 
South. 


Other Middle South assets include plentiful low-cost power, 
abundant natural resources such as water, petroleum, natural 
gas, sulphur, salt, timber, bauxite and cotton. Many of these 
resources are processed in the Middle South, thus making 
available petrochemical materials and other basic raw materials 
for industry. 


Investigate the growth opportunities in The Middie South 


For a closer look at the Middle South, write 

or visit the Middle South Area Office, 211 

International Trade Mart, New Orleans—or: 

ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Ark. 

LOUISIANA POWER & LIGHT COMPANY 
New Orleans, La. 
MISSISSIPP] POWER & LIGHT COMPANY 
Jackson, Miss. 

‘ NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, La. 
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operating deficit. For every $1-million 
this deficit goes up, the city must raise 
its tax rate 44¢. 

¢ Unjust Load—Having to pay an un- 
fairly large part of these costs—other 
examples are water, sewage, parks—is 
not the only problem. The central city 
feels it is forced to shoulder an unjust 
amount of the debt compared with the 
outlying communities—most of which 
are rated Aaa by Moody’s. 

The city of Boston’s net direct debt— 
the part for which there are no sinking 
fund reserves—comes to $98.7-million, 
according to auditor Joseph P. Lally. 
Then there is an overlapping net debt 
of another $85.9-million from transit, 
water, sewers, and parks. Altogether, it 
equals $254 per man, woman, and 
child—or 12.6% of Boston’s total valu- 
ations. 

e Last Straws—In addition, Boston has 
grievances against the state legislature, 
as do many large cities. 

On one hand, about $79-million of 
Boston’s 1959 appropriations of $196- 
million are beyond the control of the 
mayor or city council. 

On the other hand, the state has pre- 
vented the city from tapping new 
sources of income. Boston had hoped 
to get a share of collections from a pro- 
posed state sales tax, but to date the 
legislature always has defeated sales tax 
bills. 

e The Prospects—What then, are the 
solutions to Boston’s problems? 

Norton Long, formerly a_ professor 
at Harvard’s Graduate School of Public 
Administration, says, “I’m no longer of 
the opinion we’re facing a catastrophe. 
As long as it’s not too fast, the city will 
adjust to decline. Something like the 
Prudential Center always comes along. 
It’s never very much but it’s enough to 
keep the decline from being critical.” 

Actually, Boston’s problems are far 
from hopeless. 

Boston has half a dozen major urban 
renewal projects in various stages which, 
when completed, should do much to 
improve the picture. True, at least 
one of these, a government center, has 
been on the drawing boards for 30 years 
and it’s still there. But land has been 
cleared for an industrial site and an 
apartment house project. 

In addition, the city will soon com- 
plete an equalization survey of com- 
mercial and industrial property, which 
if accepted by the city assessor, may be 
a help in getting new business to locate 
in Boston. 

And pressure is being put on the city 
from some quarters to cut city cost 
and do awav with some of the “extras” 
so that the tax rate can be lowered. 

In a few weeks, Boston will get a 
new mayor, John F. Collins. Whether 
or not he can reduce the cost of Bos- 
ton’s government is a question only 
time can answer. END 
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Heavy Metal Helps Jets Fly Better 


A super-dense metal called Mallory 1000, half again 
as heavy as lead, helps make the latest giant jet air- 
planes easier to control in flight. 


Counterweights of this man-made metal make ailerons 
easier to move, assure smooth handling from takeoff 
to touchdown. And because Mallory 1000 packs more 
weight in hess space, it lets designers add precious 
pounds to payload by shrinking the size and weight 
of aileron systems. 


Mallory 1000 is one of many developments by Mallory 
in the exciting field of powder metallurgy. It is typical 
of the ways that Mallory precision produets and experi- 
ence are helping to spark progress in the jet age... 
the electronic age . . . the space age. 


P.R.MALLORY &CO In 


MALLORY &2 CO 











Why First National City can do more for you overseas 


Only First National City can offer you the convenience and 
efficiency of branch banks in 80 key markets in 28 countries 
... plus the benefits of long-standing relationships with cor- 
respondent banks in every important free-world city. 

The 80 FNCB overseas branches, some dating back to 1902, 
are staffed with over 6,000 skilled Citibankers who handle 
personal as well as business accounts, make loans and ad- 
vances in local currencies and handle securities. 

Supervising operations from Head Office in New York 
City are 75 Overseas Division officers with nearly 1,000 years 
of service overseas, backed by a staff of 1,200 that handle 
more than 47,000 overseas items daily. They give imagina- 
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tive, fast attention to collections, transfers, letters of credit 
and foreign-exchange problems. To help get credit informa- 
tion quickly, they have in Head Office over 200,000 up-to- 
date files on overseas names. For quick help with your over- 
seas problems, write The First National City Bank, Over- 
seas Division, 55 Wall Street, New York 15, N. Y. 
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Dividend Tax Stirs 1960 Issue 


@ Debate at Congress tax hearings foreshadows 


major clash on continuing special relief for dividend income. 


@ Ways & Means group also gets plea for dividend 


withholding tax, hears whole corporate tax setup questioned. 


@ Taxing of executive stock option gains as capital 


gains is attacked, pointing to possible Congress fight. 


Partisan political maneuvers are 
ever far below the surface of Con 
‘ressional tax hearings, no matter how 
cholarly and objective they seem to 
ve. And last week politics surfaced 
ith a swoosh right into the middle of 
he long-range study of the revenuc 
stem being made by the Ways & 
leans Committee of the House. 
The subject was how taxes are levicd 
or should be levied—on corporation 
rofits and on dividend income. 

Battle lines quickly formed for what 
ems likely to be a running political 
mtroversy through the next session of 
‘ongress. It centers on these issues: 

¢Should the special relief to in- 
me from dividends granted in the 
154 Revenue Act be continued? 
¢Should corporations be required 

law to withhold taxes on dividends 
efore they are paid to stockholders? 
Of the two, the first is the one more 
“kely to erupt into a major election- 
car Clash. 

The provision allowing an individual 
) subtract the first $50 of dividend 


income from his taxable income may 


ot be in any particular trouble. It is 
designed to help low-bracket groups 
chiefly; even in the case of a married 
couple, where the exclusion jumps to 
$100, it does not add up to much. It 
results in a total saving to taxpayers of 
only about $75-million. So it is no 
great temptation either to those who 
want to take a tax benefit away from 
the upper-income brackets or to those 
whose aim is to beef up federal revenues. 


|. Target for Political Fire 


But another provision written into 
the 1954 law—allowing a deduction 
from taxes of as much as 4% of the 
amount of income received from divi- 
dends—is in the direct line of political 
shooting. Democrats seem certain to 
try to get it removed next year. It 
results in a tax cut totaling some $330- 
million, most of it in brackets where 
income from dividends is substantial. 

It is significant that the Democratic 
Advisory Committee, in the policy 
statement drafted at its New York 
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meeting two weeks ago, classed the 
special treatment of dividend income 
as one of the “loopholes” that should 
be closed in the tax law. 
¢ Differential—At the Wavs & Means 
Committee hearings, Paul Ziffren, Los 
Angeles attorney and Democratic na- 
tional committeeman from California, 
and a member of the panel considering 
dividend income, argued that special 
dividend provisos should be ended. 
“Under the present code,” Ziffren 
told the committee, “a person who 
receives $10,000 from dividends pays 
less than $1,100 taxes after the usual 
deductions and credits, whereas a tax- 
payer receiving the same amount from 
wages and salaries pays more than 
$1,370.” This 20% differential in tax 
burden “cannot be justified,” he said. 


ll. Corporate Tax Puzzle 


The discussion among panel mem- 
bers was something of an anomaly. 
While it was one of the most political, 
it was at the same time one of the most 
scholarly the committee has heard, it 
ranged widely into the theory and prac- 
tice of corporate taxation, and left the 
committee with the uneasy thought 
that in levying a 52% tax on corporate 
profits in the first place, Congress may 
be doing something that makes little 
sense in economics or equity. 

“We have always assumed here on 
the committee that the corporation tax 
is passed along to the consumer in the 
form of higher prices,” Chmn. Wilbur 
D. Mills (D-Ark.) told the panel. 


“But does anyone really know?” 


¢ Uncertain Economists — Economists 
on the panel—they outnumbered Ziffren 
four to one—said no, there is no clear 
and certain answer. 

Dan Throop Smith, a tax official in 
the Treasury Dept. when the dividend 
relief provisions were drafted, and now 
Harvard professor of finance, said this 
uncertainty is “entirely appropriate.” 

“It all depends,” Smith argued. In 
many cases where prices are set by a 
price leader in an industry, the tax on 
corporate profits can be passed along 
to a considerable extent. But in highly 


competitive industries where prices are 
more subject to direct market influ- 
ences, the tax cannot be passed on. 
¢ Effect on Profits—Paul G. Darling, 
professor of economics at Bowdoin 
College, argued that the empirical evi- 
dence is a little clearer than Smith in- 
dicated. In a background paper pre- 
pared for the committee, and in his 
testimony, he looked at the trend of 
corporation after-tax profits from the 
late 1920s to the mid-1950s. 

During this period, the tax rate in- 
creased from 13% to the present 52%. 
But profits per stockholder’s dollar held 
their own; in fact, they increased 
somewhat, Darling told the committee. 
He accepts this as a strong indication 
that corporations, in the aggregate at 
least, “have succeeded in escaping the 
burden” by shifting the tax increases 
to consumers. 

Carl S. Shoup, professor of eco- 
nomics at Columbia University, agreed 
with Darling that the ability of corpo- 
rate managers to maintain a_ steady 
rate of after-tax profits has been strik- 
ing. But he warned that econumists 
cannot say how much of this was 
achieved by simply raising prices. Some 
of it could have come by a_ more 
cautious attitude toward new and 
risky products or production methods 

“Corporation executives commonly 
talk about a 15% profit after taxes as 
necessary, but we know very little 
about what really influences them to 
make new investments,” Shoup added. 

He left this thought for the commit- 
tee to chew over: “If it does emerge 
finally that the corporation income tax 
is really an indirect excise tax or an 
investment-inhibiting tax, then we 
should either drop it or drastically re- 
duce it.” 
¢ Overtaxed or Undertaxed?—Ques- 
tions regarding the equity of the cor- 
porate tax stemmed from a paper by 
Daniel M. Holland, Massachusetts 
Institute of Technology economist. 
Holland concluded that the vast ma- 
jority of stockholders—3.2-million of 
them—are overtaxed by the present 
combination of corporation and_per- 
sonal income rates. 

Only about 130,000 stockholders at 
the very top of the income scale, where 
the personal income rates are the high- 
est, are better off with a 52% corporate 
rate, he estimated, than they would be 
if all profits were distributed to stock- 
holders and taxed as personal income. 
This group, however, looms large in 
terms of dollars. Though only 4% of 
all shareholders, they receive 44% of 
net corporate earnings. 

Holland’s findings made clear that 
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the ancient “double taxation” con 
plaint can be statistically demonstrated 
for most stockholders. 

¢ On a Partnership Basis—Ziffren ar- 
gued that the whole problem of double 
taxation could be disposed of if the 
corporation levy as such were abolished 
and shareholders were taxed on a part- 
nership basis—a suggestion that was also 
made in Holland’s paper. 

Under such a plan, stockholders 

would be assigned a pro rata share of 
corporate profits, whether the profits 
are paid out as dividends or retained in 
the business; their share would then be 
subject to ordinary income tax rates. 
Ziffren acknowledged that such a plan 
would involve “monumental” admuinis- 
trative problems. 
e Wamings—Apparently with an eye 
on next year’s maneuvering in Con- 
gress, Chmn. Mills told the panel that 
Congress had adopted the benefits for 
dividend income chiefly as a wavy to 
stimulate investment in corporate 
shares. Has it worked this way? he 
asked. 

Smith said he thought it had, though 
it would be hard to prove, with so many 
other factors influencing the financial 
markets. He urged Congress not to 
withdraw the ‘modest relief in the pres- 
ent law,” and reminded the committee 
that in Canada the tax credit for divi- 
dend income is 20%, compared to the 
U.S.’ 4%. 

Ralph Burgess of the American Cy- 
anamid Co. ranged himself with Smith, 
warning against “capricious or arbitrary 
action” that would undo the favorable 
effects of the 1954 decision. 
¢ Withholding—The question of with- 
holding taxes on dividends tended to 
dominate a session devoted to taxpayer 
compliance and tax law enforcement. 
Joseph A. Pechman, formerly with the 
Treasury Dept. and now a fiscal econ- 
omist with the Committee for Eco- 
nomic Development, argued that a 
withholding method passed by the 
House in 1951 but rejected by the 
Senate could be administered simply at 
minor cost even to the largest corpora- 
tions. 

There are signs that the ‘Treasury 
Dept. is increasingly concerned about 
loss of revenue, estimated at $1-billion 
a year from unreported dividends and 
$3.5-billion from unreported interest. 

A majority of the panel lined up with 
Pechman in favoring withholding on 
dividends at least. The committee was 
noncommittal, though Mills’ questions 
showed concern over lost revenue. 


Ill. Clash on Stock Options 


The tax handling of gains made in 
executive stock option plans was hotly 
attacked, and as hotly defended. 

Such gains are now treated at capital 
gains rates—half of ordinary income 





rates, with a maximum levy of 25%. 
Mills told the panel this policy was ac- 
cepted originally by the committee on 
the grounds that it would help small 
companies compete with large ones for 
top-grade executive talent. He won- 
dered if it could be ended if top-bracket 
rates on ordinary income were cut. 

¢ Support—Joseph Seligman, San Fran- 
cisco tax attorney, pointed out that the 
relative disadvantage for small com- 
panies would still exist even with a 
lower rate structure. Seligman de- 
fended the present treatment of re- 
stricted stock options on the grounds 
that most of the criticism of the device 
boils down to objections that top 
executives “make too much money.” 

“This is no fault of the tax laws,” 
Seligman argued, pointing out that 
option arrangements got the overwhelm- 
ing backing of shareholders. 

Allen Marshall of General Dynamics 
defended special treatment for options 
because of the need of both small and 
large companies for executives whx 
would “‘act like owners.’ He recalled 
that before the present provision was 
adopted, large corporations were losing 
able men who left to set themselves uy 
in small businesses of their own so they 
could get the benefits of capital gains 
e Attack—Dean Erwin N. Griswold of 
the Harvard University Law School lec 
the assault on capital gains treatment 
for stock options. He attacked the pro 
vision as “inherently discriminatory’ 
and a means of escape from high ordi- 
narv tax rates “for a selected few.’ 
He believes benefits range into “hun- 
dreds of millions of dollars for a rela- 
tively small number of persons.” 

As the law is written, he argued, op 
tions are least useful to the small com 
panies they are supposed to help. Ii 
faci, they are used usually by larg: 
companies whose stock is listed o1 
exchanges, and “where variations it 
the value of the stock are much mor 
likely to be due to general market con 
ditions than to the activities of am 
individual.” 

“This is a one-way lottery, with n 
risk involved, and understandably at 
tractive to those favored by it,” Gris 
wold told the committee. Though 
option plans are readily approved by 
stockholders when they go into effect, 
little information is available on the 
extent of benefits when the options arc 
exercised, he said. He urged the Se- 
curities & Exchange Commission to ob- 
tain additional information of this 
kind. 
¢ Possible Issue—It is possible thet 
stock options will become another 
point of political attack in next year’s 
Congressional session. The commit- 
tee, however, shows no signs of chang- 
ing its mind and withdrawing the capi- 
tal gains treatment it approved in 
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Planned Packaging moves merchandise 


Why not your brand ? 


See the ‘‘wrap-around” end panels on this new carton? 
They give beer and other pack users all-important end panel 
identification—usually a premium feature—for the cost 

of regular open-end cartons. Important? Vital! Thirty-five 


per cent of all store pack displays show carton ends only! 


The new ‘‘Contour-Pack,”’ an exclusive, new design 
development by Packaging Corporation of America, offers 


better sales, lower package cost, faster packaging. 


This is but one of countless ways in which Packaging 
Corporation of America’s concept of Planned Packaging, 
implemented through integrated national facilities, 
produces better packaging . . . more sales. Whether 

your requirements are large or small, regional or national, 


we welcome the opportunity to help you. 
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...helps electrical manufacturers package power! 


OR CREDA. ome 


Wound into the core of every motor, coil and transformer are miles 

of magnet wire—some finer than a human hair. Electricity, 

conducted through these insulated windings, creates the forces that operate 
household appliances, industrial machines and electronic devices. 

Today, Phelps Dodge supplies electrical manufacturers with the most widely 
diversified line of magnet wire in the world, helping them make 

their equipment ever more powerful, efficient, smaller and easier to use. 


PHELPS DODGE COPPER PRODUCTS 


Corporation *« 3OO Park Avenue, New York 22, N.Y. 
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In preparation for the upcoming East-West summit, the U.S. is busy 
strengthening its political and economic position all the way from Western 
Europe to India. The key moves are Pres. Eisenhower’s world tour and 
the diplomatic pressure the U.S. now is putting on our European allies. 


In Asia, where the main problem is to shore up India’s confidence, the 
President has handled the job single-handedly. And he has made solid 
political gains with his triumphal tour (page 23). 


But in Western Europe, where we face complex economic and military 
strains, the job has fallen largely on Eisenhower’s top assistants, especially 
Secy. of State Herter and Under Secy. of State Dillon. These men have been 
clearing the ground before Eisenhower’s arrival in Paris this weekend for 
the Western summit. 


Herter has played the leading robe for the U.S. at this week’s annual 
meeting of the NATO Council. He has had three major things to do: 


¢ Assure our European allies that, given their “loyal participation,” the 
U.S. will maintain American troops in Europe as an effective part of its 
defense. Because of the U.S. balance of payments problem, Europeans have 
wondered recently whether we might be getting ready to pull our forces out 


¢ Convince France that the U.S. won’t go along with Pres. de Gaulle’s 
idea of turning NATO into a loose military alliance, scrapping the military 
integration built up over the past 10 years. To drive this point home, Herter 
told the NATO session that the commitment of large U.S. forces in Europe 
had been based on the concept of integration. 


¢ Warn all the European members of NATO that the U.S. expects them 
to carry a larger share of the defense costs. 


On the military integration issue—the one that really dominated the 
NATO meeting—the U.S. is getting the full backing of everyone except the 
French. And, at midweek, de Gaulle seemed to be backing down a little. 


Some observers suspect that France’s real goal is to blackjack Eisen- 
hower into accepting de Gaulle’s earlier proposal that NATO should be 
run by a directorate of the U.S., Britain, and France—with France repre- 
senting Continental Europe. But there is no chance that Eisenhower will 
go that far in appeasing de Gaulle’s ambitions. 


When Dillon went the rounds in Europe just before the NATO meet- 
ing, he had these economic problems on his mind: 


* How to heal the rift between Europe’s two rival trade blocs—Euro- 
pean Economic Community and European Free Trade Assn.—and do it 
in such a way that American exporters would gain rather than lose. Up 
to now, the Organization for European Economic Cooperation has not 


beey able to solve this problem, even though it includes all West European 
countries. 


* How to get Western Europe to increase its aid to the underdeveloped 
countries, then achieve some coordination between their aid efforts and 
ours. 


As a result of Dillon’s trip, the U.S. will get off the sidelines and move 
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right into the middle of Europe’s trade squabble. At mid-week, though, 
Washington didn’t know just how this would be done. 


One way would be for the U.S. and Canada to strengthen the Organiza- 
tion for European Economic Cooperation by joining it as full members. 
This solution, which is favored by London, would go far to prop up the 
declining prestige of OEEC. It’s more likely, however, that the U.S. will 
accept a Common Market proposal for a round-table committee of four— 
consisting of the U.S., Canada, and one representative each for the two 
rival trade blocs. 


In any case, Dillon is determined to keep the European market as 
open as possible to U.S. goods—even if that means pressuring first one 
trade bloc then the other. Otherwise, so Dillon feels, there would be some 
danger that the U.S. would have to solve its Balance of Payments prob- 
lem by a retreat to protectionism. 


If OEEC drops out of the trade picture, it might still be kept alive by 
taking over the job of coordinating U. S.-European aid to the underdeveloped 
countries. Washington is looking for some way to do this, and apparently 
doesn’t want to see any new international economic institutions set up 
right now. 


Meanwhile, there’s a plan afoot that would bring informal coordination 
into future aid for India from the U.S., Britain, and West Germany— 
the West’s three biggest capital exporters. The idea is to have a committee 
of three bankers go to India before next summer to assess the Third Five- 
Year plan and the foreign exchange needs involved. As things look now, 
the committee will consist of Joseph E. Dodge, former U.S. budget director; 
Sir Oliver Franks, chairman of Lloyds Bank; and Herman Abs, a leading 
West German banker. 


In Cuba, two hot issues—Communist infiltration and nationalization 
of private companies—are coming to a head. 


Premier Castro no longer is hiding Communist influence in his regime. 
At this week’s trial of Maj. Matos, Castro helped detail the extent of Com- 
munist inroads in the army and the powerful Agrarian Reform Institute. 
He sees the Communists as a force to balance off “Yanqui interests.” But 
the Catholic Church soon may take a strong stand against the Communists 
—just as some labor unions did a month ago. 


Then Castro is gradually developing a “Cubans First” economic policy. 
That makes nationalization of many foreign-controlled companies more 
likely in the months ahead. The government already is tightening eco- 
nomic controls. It has further restricted imports (largely from the U.S.). 
It also has ordered private industry to train rebel officers as administrators 
—probable prelude to nationalization moves. 


U. S.-Cuban relations are at a low ebb. Castro’s TV talkathons denounc- 
ing the U.S. aren’t so frequent now. But he’s quietly working to make 
Cuba the center of a “neutralist” bloc in Latin America. And he’s giving 
free rein to close advisers who favor harassment of U.S.-controlled com- 
panies. 


Worse yet, there’s no clear sign that Castro has lost his appeal for the 
general public—despite pockets of opposition. 


Contents copyrighted under the general copyright on the Dec. 19, 1959, issue—Business Week, 330 W. 42nd St., New York, N. ¥. 














These 138 Arkansas communities know what questions an indusiry needs answered when u's 
looking for a location. Each of these. 138 communities is making a labor survey, determining 
its plant financing capacity, mapping its industrial sites, developing a city planning progran 
taking a community inventory and printing an industrial report—part of its comprehensi 
Point Program of Preparedness developed in cooperation with the Arkansas Industri¢ 
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velopment Commission, State Capitol, Little Rock. We would like to introduce you 
towns. (And have you seen our Arkansas Encyclopedia?) 
! 2 
grovette @ @ev . 
@ bentonville? @ berryville 2 @ mountain home 2 © mommoth spring * : 
’ ° cor 3+ @ 
decotur “@ @ rogers 5 @ green forest @ cotter ! © piggott * 
@ springdale § @ harrison © @ flippin! . pocahontas* @ rector 2 
loam springs” e @ yellville 2 Sinbbder 
Fayetteville ? A* @ huntsville | oe. Inut ridge ° 
e walnut ridge ” 
1 . '°8€” A Paragould ' 
\ nie * Prairie grove 
. 
< <~_ =. emenient A Blytheville * 
2 @ monetre 
etatnedier sian 6 » bateaviiel Jonesboro * & ° 
e tuckerman |! 4 e 
trumann‘e osceola . 
mulberry * t 
. berry wa =. e@ newport 7 @ ler - 
» @ harrisburg 
pion oo e clarksville 4 @ heber springs ¢ io nENen wee 
a ' 
Fort Smith’A narlest e e paris * 26 
; na eo ta 2 ! 
@ gree j2 @ russeliville § sbi 
g . 7 a. - e e¢ 
; @ searcy 4 
@ booneville $ = y | 
. e Morrilton — A West Memphis 
: @ donvilte ' © conway? K 
a e e- ‘ 
@ cott plant < 
1 @ cabot ! @ forrest city 
e @ des arc > 
* he . © hughes? 
@ jacksonville e brinkley 4 
‘ ~ ae ; — 
North Little Rock ° A . ke“ e@ ae @ de vails bluft ! @ marianna” 
carlisle ies 7 2 
I ndon 
tiles LITTLE ROCK '@ apis ' 
- y grove 
A Benton! — T 
‘ . 1 P 
Hot Springs ° A A Stuttgart west helena® ¢ ! 
TA. ed 1 
Pp eee A Malvern ! A Helena 
~~ N @ sheridon 2 elaine! eo ® 
, , de witt" e 
; Pine Bluff* A 
@ dierks ie 
ae ee = © arkadelphia® 
ede queen 3 
— 
@ horatio | © gould 
= @ nashville 4 erison ! e stor chy 1 exponents” read 
@aurdon 2 ©@sporkman! si . a Ye d 
ee aE 3 or 100,000's depe 
al sr 3s ; @ dumas 
@ foreman ! @ prescott * © fordyce 4 
e ashdown 3 ° e 500-1 
@ hope? @ beorden! - 
monticello » e 
7 me gehee ‘e @ arkansas city ! 
Camden” A warren’ ® = ewilmor & 10- 
@ hampton ! 4 
Texarkana’ A 1 estephe ’ dermott 4 
waldo @ic 
lewisvillele @ @me ne = 
stamps 3 me @ smackover'2, 
- He'd loke villoge 2@ 
jagnolia > . 
El Dorado* A e hamburg 3 pmile ' 
© crossett 5 : ° 
eudora 2 « 
. ~ 


ARK ANSAISE 138 ANSWERS FOR INDUSTRY 








"Phere are stars in the 2) 


s well as thaa 


3 
Eg 


There is goodwill in the hearts of men 

t Christmas. There’s a warm welcome for the neighbor 
—a deep desire for friendship between nations—a 
determination to achieve lasting peace. »« Clouds scud 


along the horizon, sometimes building up to frightening 


thunderheads. Angry voices thunder without reason—and 


threats, like lightning, break and crash over the people’s 


-_ heads. »« Yet the eternal stars are there—stars of Hope, 


of Faith, of Love—now dimmed or hidden by the clouds 
=now breaking through with a clarity and brilliance and 
strength that will not be denied. »« May these stars 

be seen and followed by the wise men of all nations. 

May they light the path to peace. 

_ That is the Christmas prayer of the people. 


CHRISTMAS 1959 e BANKERS TRUST COMPANY, NEW YORK 


Once more we reprint this now familiar prayer of ours, exactly as it was written twelve years ago. 
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Corner Shakes the Pepper Mart 


A Singapore syndicate is prof- 
iting in millions from control of 
the world’s supply, after a year 
of secret maneuvering. 


A Singapore syndicate of wealthy 
Chinese merchants known as the Wan 
long Trading Co. has pulled off one 
of the classic maneuvers of speculative 
finance—a corner in a commodity. ‘The 
commodity in this case is pepper. 

The corner, which took more than a 
vear to become effective, is now squeez- 
ing pepper dealers around the globe. 
‘They must pay the syndicate’s price for 
pepper to meet commitments they had 
made. The situation has forced a big 
rise in pepper prices, from 2+¢ to more 
than 50¢ a pound (chart), and disrupted 
trading in all the world’s pepper mar- 
kets. In fact, the only all-pepper ex- 
change—the Cochin Exchange in India 
—has been closed for nearly three wecks. 
¢ Pennies Into Millions—Il'or spice lov- 
ers, gourmets and housewives alike, the 
pepper corner will mean only a few ex- 
tra pennies for the familiar two-ounce 
can of ground pepper. But this increase, 
multiplied by millions, will go into the 
hands of the Wan Tong group. The 
syndicate has already reaped actual and 
paper profits of more than $4-million. 
Before the coup is complete, the gain 
may run as high as $6-million or even 
more. 

Cornering the market for any com- 
modity is a major feat—even a commod- 
ity as small as pepper, with a world pro- 
duction of $60-million a vear at current 
wholesale prices. But the Wan Tong 
group had the capital, the market ex- 
pertise, and the luck essential for such 
an operation. 

Not all the details of the coup are 
available. But many of the facts behind 
the operation are known to pepper deal- 
crs, so that the syndicate’s modus op- 
crandi is now clear. 
¢ Dying Vines—It was early last year 
when the Singapore syndicate first 
sensed that a corner could be made. Its 
agents in Indonesia, a big pepper pro- 
ducing area where Wan ‘Tong has good 
political connections, sent back infor- 
mation that no other pepper dealers 
knew. They reported that Indonesian 
farmers—suffering from low pepper 
prices—were cutting back their 1958 and 
1959 pepper crops sharply, by letting 
vines, which take years to grow, die off 
untended. A shortage seemed inevitable. 

Wan Tong’s move was clear—to step 
into the pepper market and buy up as 
much as possible of the available supply; 
it would be all the better if it could 
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Cents per Pound of Black Pepper 


Dota: Ludwig Mueller Co., Inc. 


do this without tipping its cards to other 
dealers. 

Wan Tong could not have picked a 
more ideal time. Pepper trading, in 
which cash and futures markets once 
had flourished in London, New York, 
and other w6rld centers, had_ steadily 
disintegrated under the pressure of over- 
supply and low prices. ‘The slump in 
the pepper market was an aftermath of 
the Korean War. The high prices that 
accompanied that conflict had touched 
off a big expansion in planting in the 
Far East, where pepper vines are usually 
grown around coffee trees. ‘The usual 
maturity for a pepper vine is five to 
ten years, so overproduction didn’t 
begin to weigh heavily until 1955 and 
1956. 
¢ Dealers Retreat—When the slump 
came, it discouraged the whole pepper 
trade. Big dealers, including Bache & 
Co., dropped pepper trading completely 
because the market was very stable, 
profits were hard to make, and they 
didn’t want to tie up their capital. The 
number of U.S. pepper dealers declined 
from 40 to 12 or 15 that still trade to- 
day by telephone and cable. 

Dealers in New York now have no 
organized cash or futures trading mar- 
ket; so their telephone and cable busi- 
ness is rather routine: They do a little 
trading among themselves, deal with 
U.S. agents of the dozen big Singapore 
shippers, and act as middlemen between 
the big shippers and the U.S. com- 
panies that package and sell it. The big 
market is still the New York market, 
but traditionally the London market— 
with prices quoted in “piculs” (a Ma- 


Pepper Prices Take Off 
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lavan word meaning as much as a man 
could carry, which pepper dealers stand 
ardized at 133 Ib.)—and the Singapor 
market set the price. 

The slump affected not only dealers 
but the big processors as well. With 
prices so stable, the processors were re- 
luctant to keep big inventories on hand 
to store pepper meant a cost of 3 of 1¢ 
a pound for transportation to a ware- 
house and another } of 1¢ monthly to 
leave it there. Thus, total U.S. pepper 
stocks this year, before the corner was 
revealed, totaled only 1,500 tons, com- 
pared to U.S. annual consumption of 
17,000 tons. 
¢ Buying Begins—You cam see from all 
this that a strong hand; like Wan 
Tong’s, can exert a great deal of pres- 
sure in the pepper market. And it set 
its trap carefully. 

In mid-1958, it started buying up as 
much of the Sarawak white pepper crop 
as it could (white pepper, which takes 
longer to grow than black, sells at a 
premium), and then it managed to gain 
control of the island of Muntok’s crop 
In order to bolster its position, the 
group bought enough of the lower- 
priced black pepper to keep the price 
from falling away from the premium- 
priced white pepper. The syndicate 
held these crops close, released little, if 
any, to dealers. 

This year, it extended its operations. 
It bought a substantial part of the Sara- 
wak crop, and then started in on the 
Muntok crop again. Dealers say Wan 
Tong is “monopolizing Muntok im- 
ports.” 
¢ Good Fortune—In its operations, the 
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COMMONWEALTH INVESTMENT CO. 


Investing for reasonable income 
and possible growth of principal. 
A balanced fund established 1932. 


' COMMONWEALTH STOCK FUND 
Investing in common stocks 
selected for their possibilities of 


long-term growth of principal and 
income. 
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Investing in securities selected for 
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Dividend Announcement 


Massachusetts 
Investors 


‘Trust 


DECLARES ITS 
1415 Consecutive Dividend 


11 cents a share, 
from net income, 
payable December 
24 to shareholders 
of record Novem- 
ber 30, 1959. 


ROBERT W. LADD, 
Secretary 
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... the group still hasn’t completely unloaded, and some 
dealers feel the syndicate will drive the price up to over 
$1 per Ib... . 


syndicate was blessed with luck. Chi- 
nese farmers in Indonesia are noted for 
their hoarding of pepper, but last year, 
fearing government confiscation, they 
smuggled nearly 10,000 tons into Singa- 
pore. This unexpected movement of 
pepper into the open market concealed 
Wan Tong’s own moves to stock up. 

But its skillful manipulation of the 
market was undeniable. The syndicate 
deceived the market by buying old pep- 
per inventories and dumping them at 
cost while it was busy acquiring new 
crops—through a multitude of country 
dealers and agents—to complete its cor- 
ner. And while it was buving pepper, 
it was also selling it short through its 
agents, thus creating bearish sentiment 
and inducing others to sell short. It 
could cover its own short position with 
pepper on hand, but the other short 
sellers were being set up for a kill. 
¢ Moving In—Wan Tong sprang its 
trap less than a month ago. At that 
time, the world’s pepper dealers learned 
that India’s big Malabar pepper crop, 
usually harvested in November and De- 
cember, would be a month late because 
of heavy rains. This crop is critical to 
the pepper market; it’s the last crop of 
the season, and, at 27,000 tons, it’s 
the biggest of all. In addition, deal- 
crs heard for the first time what Wan 
Tong had known—that crops were be- 
ing cut back. 

Dealers in New York rushed to cover 
some of their delivery contracts—which 
run to as late as next December. ‘They 
were stunned by the news that little 
pepper was available. Wan ‘Tong, it 
appeared, had control of almost the 
whole floating supplv—4,000 tons of 
white pepper, which Wan ‘Tong had 
bought for less than 45¢ per Ib., and 
3,500 tons of black pepper, which had 
cost less than 30¢ per Ib. 

Within a week, New York’s spot 
price for black pepper shot up to 60¢ 
per Ib. White pepper jumped from 
40¢ per Ib. to 75¢ per Ib. Dealers in 
other parts of the world suffered, too. 
Trading on the Cochin Exchange had 
to be suspended, as short sellers suf- 
fered tremendous losses. The exchange 
finally worked out a settlement price 
of 35¢ per Ib. for the short sellers, but 
trading still hasn’t resumed. 
¢ Little by Little—As the price ran up, 
Wan Tong slowly doled out its pepper. 
It still hasn’t completely unloaded, and 
some dealers feel the syndicate will 
drive the price up over $1 per Ib. before 
it lets up its squeeze. 

This may not be hard to do, because 
statistics seem to be on its side and 
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prices may be moving up in another of 
what some dealers call pepper’s seven- 
vear price cycle. Some dealers estimate 
pepper’s 1960 shortage at 10,000 tons— 
consumption at 60,000 to 65,000 tons 
and production at 55,000 tons. But 
Wan ‘Tong’s agents, who have been 
right up to now, and some other dealers 
feel this is too conservative. For ex- 
ample, Moosa H. Rawjee, of the East 
India Trading Co., an important New 
York dealer, figures 1960 production at 
only 51,500 tons and consumption at 
70,800 tons. 

Ihere’s a very real question as to 

which side is right. ‘There are no accu 
rate statistics on pepper production— 
something that has worked to Wan 
long’s favor. Kenneth Frazer ot Lud- 
wig Mueller Co., another dealer, ex- 
plains: ““We work backwards to get ou 
statistics, figuring how much each grow- 
ing area ships, and then adding up the 
tallies to tabulate total output. By then, 
our figures are a half-vear to a veat 
late.” 
e Able Group—The syndicate has a 
uumber of other things working for it. 
One is its mvriad connections with 
world commodities dealers. Wan 
Tong's boss is middle-aged Tay Soo 
Tong, who has earned a reputation as a 
big plunger in any number of com- 
modities. The three other members of 
Wan Tong Trading—Tay Soo ‘Tong's 
rephew and two cousins—also have a 
hand in commodities markets. In fact, 
the 35-year-old nephew, Tay Kun 
Pha, is credited with having engineered 
the pepper coup. 

Tay Kun Pha came to Singapore 
from Indonesia in 1956. The next vear, 
he formed the Overseas Trading & 
Agencies, Ltd.—one of the companics 
that participated in the pepper coup. 
The other known company in Wan 
Tong’s syndicate, Plantation Produce 
Co., does a lot of trading in rubber. 

In fact, some dealers feel it was the 
syndicate’s rubber trading that actually 
forced it to reveal its hand in pepper. 
In September, say dealers, the group 
needec ~oney to keep active in the rub- 
ber market, which was having a run-up. 
To get capital, Wan Tong shipped a 
200-ton shipment of pepper to New 
York, and O.K.’d distribution at rela- 
tively low prices. This month, though, 
it made a 500-ton pepper shipment— 
and is holding out for much higher 
prices, to be sure. But dealers say if 
it weren’t for Wan Tong’s need to keep 
busy in rubber and other commodities, 
it could run pepper prices up to the 
sky. END 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these Bonds. The offer is made only by the Prospectus. 


$50,000,000 
Crédit Foncier de France 


5%2% GUARANTEED EXTERNAL LOAN BONDS DUE 1979 


Dated December 15, 1959 Due December 15, 1979 


Interest payable June 15 and December 15 in New York City. 


Unconditionally guaranteed as to payment of principal and interest 
by the 


REPUBLIC OF FRANCE 





Price 952% and Accrued Interest 





Copies of the Prospectus may be obtained in any State from only such of the 
undersigned as may legally offer these Bonds in compliance 
with the securities laws of such State. 


MORGAN STANLEY & CO. LAZARD FRERES & CO. 
DILLON, READ & CO. INC. THE FIRST BOSTON CORPORATION KUHN, LOEB & CO. 


BLYTH&CO.,INC. DOMINICK & DOMINICK THE DOMINION SECURITIES CORPORATION 


EASTMAN DILLON, UNION SECURITIES & CO. GLORE, FORGAN & CO. 
GOLDMAN, SACHS & CO. HARRIMAN . RIPLEY & CO. KIDDER, PEABODY & CO. 
LEHMAN BROTHERS MERRILL LYNCH, PUBRCE, F ENNER& SMITH SMITH, BARNEY & co. 
STONE & WEBSTER SECURITIES CORPORATION WHITE, WELD & CO. 


December 9, 1959. 
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there’s a little bit of EATON 


in every one of them! , 


If you drive a car, operate a truck, run a farm or factory, use heavy construction equipment, travel 
by bus or airplane, ship by train; if your recreations include boating, watching television, or “raiding 
the icebox’’—in fact, if you employ any of today’s mechanical servants in home or business, you are 
benefiting by the results of Eaton research, engineering, and production know-how. 





As a supplier to hundreds of the country’s leading manufacturers in every major industry, Eaton 
furnishes a multiplicity of parts and assemblies that make the products of everyday living more 
efficient, more dependable, and longer lived. : 


We would like to tell you more specifically about our products and the 32 Eaton plants and 
laboratories that develop and make them. Send for our new illustrated booklet. 





EATON MANUFACTURING COMPANY: Genera/ Offices: Cleveland 10, Ohio 


EATON PLANTS: CLEVELAND * MASSILLON « MARION © DETROIT * SAGINAW « VASSAR « BATTLE CREEK * MARSHALL © LAWTON «© COLDWATER 
KALAMAZOO «* LACKAWANNA ¢ KENOSHA «+ MILWAUKEE ¢ LOUISVILLE * RICHMOND, INDIANA * LONDON, CANADA «+ SAO PAULO, BRAZIL 
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In the Markets 


Individual Stock Groups Active 
As Over-All Market Bangs at Ceiling 


While the stock market as a whole struggled to pierce 
its historic highs this week, there was lively activity in 
individual stock groups: 

Bank stocks, which had been relatively slow to respond 
to the prospect of record earnings (BW—Nov.28'59,p151). 
caught fire belatedly. A rash of stock dividends, stock 
splits, and cash dividend increases by leading banks 
pushed the American Banker bank stock index up 9% 
in the first two weeks of December. Star performers were 
Morgan Guaranty (117—up 9.3%); Bankers ‘Trust (104— 
up 9.4%); and Continental Illinois National Bank (141 
—up 14.6%). 

M. A. Schapiro & Co., Inc., bank stock specialist, says 
that despite recent dividend increases, New York banks 
are paving out a smaller proportion of earnings than has 
been their custom. Schapiro implies that more dividend 
increases may be on the way. 

Drug stocks, on the other hand, were hit hard by 
Senate hearings on pricing practices in the industry 
(page 30). Over-all, prices dropped about 2.5% while 
the hearings were going on, with the greatest selling 
pressure on Merck and Schering, which came in for 
sharp criticism. But most analysts minimize the impact 
of the hearings over the long pull. 

Tobacco stocks dipped sharply, then rebounded, on 
publication of another report linking smoking with lung 
cancer. But here, too, the impact was minimized. 
“Despite the medical evidence,” a broker commented, 
“People keep smoking more and more.” 


Cherry-Burrell Denies Family Split; 
Outside Group Calls Off Proxy Fight 


Officials of Cherry-Burrell Corp., a Cedar Rapids 
maker of dairy equipment, denied vigorously this week 
rumors of a fight between the Cherry and Burrell fami- 
lies for control of the company (BW—Dec.12'59,p123). 

Rumors of a proxy fight had pushed the company’s 
stock price to $34 from $20 in the past few weeks. On 
these announcements the stock trailed off to about $29. 

Anthony von Wening, chairman of the board, and 
Howard H. Cherry, Sr., honorary chairman, issued a 
joint denial of a family split. They said: 

“It was erroneously reported that we refused to com- 
ment when asked if a fight was developing between the 
Cherrys and the Burrells for coftrol of the company. 
We were not asked this question. If we had been, we 
would certainly have branded the story absolutely false.” 
Both families are represented on the management slate 
listed in a proxy staternent filed with the SEC. 

The company also indicated that it would resist all 
attempts to wrest control from any outside source and 
said operations are now back in the black. Pres. Howard 
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H. Cherry, Jr., reported profits of $623,778 for the fiscal 
year ended Oct. 31, compared to a $56,796 loss the year 
before. 

A dissident group, including Leonard Loewe, threat 
ened a proxy fight this week, then decided to call it off. 


Bond Market Shows Indecision, 
With Little Hope for 1960 Turn 


The bond market turned in an indecisive performanc¢ 
this week. Corporate bonds moved up somewhat; go\ 
ernments were, as one trader put it, “sloppy,” with little 
enthusiasm evident among buyers; and tax-exempt 
municipals dropped, on reports that the New York Stat« 
Power Authority intends to market a $200-million issue 
in January. 

Looking ahead at the coming year, Girard L. Spencer, 
partner in Salomon Bros. & Hutzler, saw little reason 
for optimism. “If there is not a new stoppage in the stec! 
industry . . . further increases in yields (and declines in 
prices) are a distinct possibility,” he said. 

Spencer bases his opinion on a variety of factors. 

* Inventory building will force nonfinancial corpo 
rations to liquidate holdings of short-term governments. 

“Demand for consumer credit will force finance 
companies to sell increased amounts of long-term debt. 

* Corporate demand for capital will increase. 

* The Treasury, if the 44% ceiling on government 
bonds is lifted, is likely to initiate advance refundings 
in “great volume.” 


The Markets Briefs 


Stock in Solar Aircraft Co. was trading about 194 at 
midweek. ‘This is in line with terms of the Internationa! 
Harvester offer to acquire Solar (BW—Dec.5°59,p53), by 
exchanging one IH share for every 24 Solar shares (not 24 
shares as BUSINESS WEEK incorrectly stated). IH now sells 
about +45, a little more than 24 times the Solar price. 


Insider reports show that hotel man A. M. Sonnabend, 
recently involved in an on-again, off-again proxy threat 
with Allan P. Kirby over control of Alleghany Corp 
(BW —Nov.21’59, p26), has unloaded 4,678 shares of 
Studebaker-Packard 5% convertible preferred. Sonnabend 
purchased 7,032 shares earlier this year at $208 per share. 


The $277-million One William Street Fund is clos¢ 
to acquiring another small personal holding compan 
(BW—Dec.12’59,p119). It has asked the SEC for 
authority to issue shares in exchange for the assets of the 
$2.1-million Mutual Properties Corp., company with 1] 
stockholders. 


The Federal Reserve Board moved this week to obtain 
the first systematic rundown on the total amount of 
credit going into the stock market. The Fed is now 
asking all lenders—personal finance companies, factoring 
companies, credit unions, and individuals—to report on 
the funds they're lending for the purpose of buying or 
carrying securities other than U.S. government bonds. 
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If you are considering a new plant location, 
either for immediate or future use, here is an 
unusual opportunity. 

For years, a number of the finest, strategi- 
cally located plant sites have been lying 
unpublicized and unused. Now, as a result 
of the merger of the Virginian Railway into 
the Norfolk and Western, these prime sites 
along the bigger N&W are available to 
industry. Sites, from 100 acres up, are within 
easy reach of utilities, the railroad and 
highways. 

Nearby are the rich, teeming markets of 
the Southeast, Midwest, and North, and the 
markets of the world through the ice-free Port 
of Norfolk on famed Hampton Roads. And 
it’s an exceptionally good place to work and 
live. 

Send us your requirements, in confidence; 
then let our specialists show you just what 
these excellent, strategically located plant 
sites have to offer. 








H. P. Cotton 

Assistant Vice President Industrial Development 
Division B-866 (Phone Dlamond 4-1451, Ext. 474) 
Norfolk and Western Railway 

Roanoke, Virginia 
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j a New Opportunities... 
Site Seekers along the new, 


bigger Norfolk and Western 
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MARKER’S Gene Pickett (left) designs a special gift basket for a customer. It will be 
filled with a selection from the 100-odd choice foods that the Picketts feature. 





FINAL TOUCH is the brightly colored candy flowers that are a trademark of Markcr’s. 
Packages cost from $3.95 to $70—or even higher depending on the customer’s choice. 


112 Companies 


COMPANIES 





FancyDress 


Marker’s Preserving Kitchen 
cashes in on the Christmas mar- 
ket by packing its products in 
useful, ingenious containers. 


Customers of L. E. “Gene’’ Pickett 
(cover) often sav thev'd like to swap 
jobs with him. And practically all his 
friends are sure thev could run the busi- 
ness better, that it literally screams for 
expansion. 

Pickett himself is convinced that his 
business can take on weight only grad 
ually without materially altering its 
shape. His company—Marker’s Preserv- 
ing Kitchen of Downey, Calif.—falls in 
the segment of the gift business that is 
predominantly Christmas and predom 
inantly business gifts 

“The whole idea behind our gifts is 
to get them out of the ‘unwanted’ gift 
class, and especially to get the gift taken 
home,” Pickett savs 
¢ Trademark—In a way, Marker’s prod- 
ucts could be classed as food gifts 
until vou look at the whole package 
Every food gift is packed in a useful, 
often ingenious, container then gar- 
nished with brightly colored candy 
flowers. 

(his combination of product, con 
tainer, and decoration is Marker’s trade- 
mark in the Christmas gift field. And, 
Pickett feels, it puts his gifts in the lux- 
ury class—even though the prices dip as 
as low as $3.95 for a complete package. 
(Prices scale up to $70, and even higher 
for extra special jobs.) 
¢ Looking Eastward—Until now, the 
sales activity of Marker’s one and only 
salesman—Pickett—has been .concen- 
trated in Southern California. About 
60% of his sales are in Southern Cali- 
fornia, and 85% in the 11 Western 
states. However, national companies 
with Los Angeles headquarters buy 
from Marker’s, so gifts go to every etate 
and to many foreign countries. 

Next vear, Marker’s will launch a 
small-scale invasion of the East. Pickett 
has hired B. ‘IT. Ramsay as sales and 
promotion manager in preparation for 
the move. They will set up displays in 
downtown hotels in Chicago, New 
York, Detroit, and possibly Pittsburgh 
and Philadelphia, then invite repre- 
sentatives from local companies to come 
in and look. 

This step—small from the standpoint 
of many companies—is a big stride for 
Pickett. He has been content to let 
his business grow at a rate of 20% to 
25% a vear. 
¢ Holding the Quality Line—Pickett’s 
big objection to rapid expansion is the 
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problem of quality control. Marker’s 
makes 98% of the food products that 
go into its gift packages, and it makes 
them under strictly “home” conditions. 
Spiced fruits, for example, are cooked 
in two-quart batches. Cherries are 
hand-pitted. And Marker’s candy pro- 
duction line consists of one woman. 
She cuts the candy, then dips it. 

The home-style quality is maintained 
throughout the food preparation proc- 
ess. No preservatives are used. Butter is 
used for both preserves and candy. 
About 95% of the fruit is fresh, and is 
processed in season. A third of a pound 
of beef goes into every two-pound jar 
of mince meat. 

Pickett believes he could expand his 
present business fourfold without cut- 
ting the quality of the candy, preserves, 
and spiced fruit. ‘That would take him 
to annual sales of over $1-million. After 
that, he says, he would have to include 
outside products. He already has added 
a few—cheeses, soups, salad dressing— 
but altogether they make up only 2% 
of sales. 
¢ Plenty of Market—Finding new mat- 
kets wouldn’t be a problem in expan- 
sion either. Marker’s is in the happy 
position of not having to work very hard 
for customers. At least 80% is re- 
peat business, and about half of the re- 
maining 20% radiates from previous 
customers who bring in new ones. 
Marker’s does no wholesale business, 
but does give discounts on quantity 
purchases. 

At least 75% of Marker’s business 1s 
done at Christmas. There is a big spurt 
at Easter, and some birthday giving 
throughout the year. The customers 
divide themselves this year into 65% 
business gift-givers, and 35% private 
givers. 

Although his share of the gift busi- 
ness is small, Pickett doesn’t worry 
about growing merely to head off the 
competition. “Too many people are al- 
ready volume conscious,” he says “We 
try to give our customers something dif- 
ferent, something that isn’t peddled up 
one side of the street and down the 
other.”” Besides, he adds, his business is 
seasonal, and not too many people can 
accommodate themselves to that kind 
of operation. ; 

Marker’s has adjusted very well. In 
addition to the Picketts and Ramsay, 
there are only three full-time employ- 
ees. There are also eight “permanent” 
part-time workers who work full time 
from June until Christmas. In Novem- 
ber and December, Marker’s hires an 
extra 10 or 12 decorators and packers. 
* Marker’s Calendar—Marker’s year 
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starts in January, with the first search 
for new ideas for containers. 

Product preparation begins in Janu- 
ary with piccalilli, followed in Febru- 
ary with mince meat, which must be 
aged. Shortly after, production begins 
on cranberry and pineapple preserves, 
because cranberries are only in season 
around the first of the year. After that 
comes California citrus marmalade and 
whole oranges stuffed with pecans, cher- 
ries, and pineapple. 

The gift-hunting part goes on all year 
long until the heavy production and 
sales season sets in after Labor Day. 
Mrs. Pickett peruses magazines, tracks 
down manufacturers. Hundreds of 
manufacturers’ representatives find their 
way to Downey. 

The sales effort begins in April, but 
the real work doesn’t get under way 
until July. ‘hen Pickett begins to call 
on Los Angeles companies, particularly 
the ones that do their buving early. In 
July, August, and part of September, he 
concentrates on new leads. 

The heavy sales come after Labor 
Day, with October and November the 
biggest months. Pickett believes that 
late buying fs an unconscious associa- 
tion with freshness of product. Also, 
the approaching holiday whets an in- 
terest in fancy foods. 
¢ Sales Techniques—Marker’s makes 
up one brochure a year, and sends it out 
to a first mailing of 3,500 potential 
customers—mostly businesses—on Sept. 
10. A second mailing of the same bro- 
chure goes out Oct. 25 to 40,000, 
mostly to individuals but including 
some companies that buy late. But 
Pickett believes that personals calls with 
samples of the product are the most ef- 
fective. In the heavy selling season, he 
makes five to 15 calls a day. 

lhe bigger accounts in Los Angeles 
—motion picture studios, swim suit 
manufacturers, oil companies, construc- 
tion firms—usually call in person to 
make their selections. Visits to Marker’s 
plant also clinch the largest percentage 
of new customers. “We take everybody 
through the plant, then give them a 
piece of candy, and they're hooked. Our 
batting average at the home park must 
be .900,” Pickett says. 
¢ Special Jobs—Many customers bring 
their own container ideas, and some- 
times the Picketts design special pack- 
ages for them. For example, Pickett 
thought up a steak platter gift set for a 
large meatpacker. It contained heavy 
cast-aluminum steak platters with Phil- 
ippine mahogany wooden bases, and 
was packed with Swiss dressing, Swed- 
ish mustard, meat sauce, and gourmet 


Puts Food Gift Under the Tree 


black pepper. Now it’s a standard 
item. He also made up a metal tray 
with pictures of dozens of different 
kinds of shells for Shell Oil Co. 

The Picketts are often retained to do 
gift boxes for others, sometimes without 
any food products. But most of the 
business is done with the 100-odd gifts 
that are selected for the season. 

Some of Marker’s specialties this year 
are: a heavy ice bucket packed with 
preserves or snacks, $15.95; a set of four 
hostess trays and cups, packed with 
fruit cake, preserves, and imported tea, 
$11.95; a brass wire garden basket con- 
taining preserves, $6.95; a ceramic tile 
and wooden cheese cutting board with 
spreader and three assorted cheeses; 
$11.95; a heavy aluminum cast plat- 
ter with cover, $35.50; a blackboard and 
cork message board, $9.85; and an at- 
tache case, $14.75. 
¢ Springboard—Marker’s was started in 
1921 in the same location where it is 
today—a home in Downey that used to 
be on a main road. Pickett bought the 
business in 1952. In the first two years 
he did all the cooking himself. 

Along with all of the Marker’s form- 
ulas for preserves and candy, Pickett 
inherited some experienced help—in- 
cluding Miss Judith Hill, 94, who 
makes many of the flower decorations. 

The business today is substantially 
the same as when Pickett bought it 
The big change is that Pickett bears 
down hard on the industrial and busi- 
ness gift side. He also has added a 
few homemade specialties. 

Marker’s now makes 18 different pre- 
serves, marmalades, and relishes; 15 
different sweet or spiced pickled fruits; 
and 8 different confections. From 
other sources, Marker’s buys three 
cheeses and 19 other food items. 

It’s in the area of new products that 
Pickett thinks the business could be 
expanded without endangering quality 
He would like to find other food spe- 
cialty shops whose quality standards 
match his own. For example, his 
cheeses are made by a small company 
in Northern California. His fruit cake 
is made by two small firms. His own 
formula is made by an elderly lady in 
her Pasadena home. Another, less rich 
formula, is put up by a small bakery. 

“If we find enough small shops who 
put out a quality food product; we can 
vary our lines and grow without worry- 
ing about lowering our quality,” Pick- 
ett says. “That really is our only prob- 
lem—we want every jar of preserves and 
every piece of candy that goes out 10 
vears oom now to be as good as it is 
now.” END 
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Through the looking glass. A marketing wonderworld 


awaits alert textile manufacturers in the 1960's. Burlington is ready now! 

The 15 to 24-year-old age group, our greatest textile consumers, will increase 50% in 
number, boost U. S. households by 20%. By 1970, Americans will require 4.3 million more 

* men’s suits every year, as well as 33 million more dresses, another 173 million pairs of women’s 
hosiery and millions of additional yards of home furnishing fabrics. Their preferences are 
already evident. Longer wear. Ease-of-care. Imaginative colors and styles. Comfort. Convenience. 
To capture the vast potential of this market with fabrics matching its youthful 

mood, Burlington research is providing the tools for aggressive Burlington salesmanship. 
Burlington weaves a philosophy of progress . . . preparing today—for tomorrow. 


+ urlington 
Burlington issusraes. wo." 


“Woven into the Life of America” 


.. the world’s largest, most diversified manufacturer of textiles, with 


56,000 employees in 119 plants located in 89 U. S. communities and 4 foreign countries. Executive Office: Greensboro, N. C- 
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John L. Lewis Steps Down 


UMW chief quietly informs 
miners that he will resign early 
next year, ending an era in 
labor history. 


If you can turn a page of history on 
a single day, a turbulent 25-year era of 
the American labor movement ended 
last Tuesday. On that day, quietly 
and without ceremony, John Llewellyn 
Lewis decided to step down as president 
of the United Mine Workers after four 
decades. 

John L.’s move was dramatic—this 
time by its quiet simplicity in contrast 
with the characteristic Lewis fire and 
flourish of past vears. His intentions ap- 
parently were unknown to his closest 
aides. Lewis merely requested “some 
space” in this week’s issue of the United 
Mine Workers Journal. 

In the miners’ paper, Lewis notified 
his members that he planned to step 
down shortly after the new year. “Every 
logical circumstance leads to the con- 
clusion that I should begin the transfer 
of my obligations and duties to other 
and more capable hands,” Lewis wrote. 

Thus, he saved the first word of his 
decision for the miners who have re- 
vered and followed him from the mo- 
ment he became president of the union 
in 1920. 

This was a sharp contrast to the 
Lewis of the 30s who was the spear- 
head of the new labor movement—de- 
manding, unvielding, an orator who 
aroused the industrial workers. 
¢ Everybody Listened—John L. Lewis 
ruled his own union with a firm hand. 
He was the only man his miners would 
listen to. When he talked, emplovers 
and the country had to listen, too. 

Lewis demanded—and got—the high- 

cst possible wages for the miners, an 
average $24.25 a day. In return, he 
gave management practically a free hand 
on automation—even though it has cost 
UMW heavily in jobs, down two-thirds 
since 1920, to 200,000. But Lewis and 
the coal industry survived serious eco- 
nomic troubles when coal lost ground 
as a competitive fuel. 
* Kennedy Taking Over—Lewis is 
turning over the reins to his long-time 
associate, UMW _ Vice-Pres. Thomas 
Kennedy. The 72-year-old Kennedy ‘Will 
serve until a formal election at the 
miners convension next October. 

Lewis gave no special or immediate 
personal reason for stepping down. His 
associates report he is in good health. 
However, the union leader, who began 
digging coal in the Iowa mines at 14, 
will be 80 next February. Two years 
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PRESIDENT of United Mine Workers for 40 years, John L. Lewis has announced his 
intention of resigning. His duties will be assumed by Vice-Pres. Thomas Kennedy. 


ago, he was felled temporarily with a 
heart attack and pneumonia. 

At the time of his decision, Lewis 
and his mine union had for more than 
10 years been outside the main stream 
of labor. Lewis kept his UMW inde- 
pendent of the big AFL-CIO merger of 
1955 and has frequently criticized fed- 
eration policies. 

But, with all his resistance to the 
merged federation’s policies—and the 
personal antagonism he still feels for 
his former associates, AFL-CIO Pres. 
George Meany and United Auto Work- 
ers Pres. Walter Reuther—Lewis has 
symbolized the growth and power of the 


organized labor movement in the U.S 
Not only his miners but also the 
members of the mass production union 
of the old CIO in auto, steel, and rub 
ber industries still regard Lewis as the 
man who battled for and built the U.S 
labor movement. 
¢ Quieter Years—In his later, quiete: 
years, Lewis’ reputation has changed, at 
least with employers. Once the ogre of 
the mine owners, he and the min 
owners now work in close cooperation 
to promote the sagging fortunes of the 
coal industry. At one time, the opera 
tors never could have conceived the 
concern, the sorrow, they felt this week 
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SPECTACULAR FLOOR SHOWS 
18-HOLE GOLF COURSE + HEALTH CLUB 
OLYMPIC-SIZE SWIMMING POOL 
SUPERB CUISINE » SMART SHOPS 
500 DELUXE ROOMS AND SUITES 





Opening December 29! 
LOUIS PRIMA * KEELY SMITH 


“i Wilbur Clarks. 
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RECORD STORAGE 
STORAGE-RECO™ 
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RECORD 
TORAGE 


ALL YOU NEED TO KNOW 


ABOUT RECORD STORAGE 
IN 2 FREE BOOKLETS 


Send for your FREE ‘Manual of 
Record Storage Practice” telling you how 
long to retain or destroy business records. 
It outlines an easy-to-do storage plan 
for inactive records. 

With the Manual we will send our New 
Catalog on Record Storage Filing Equip- 
ment. Learn the facts thatevery business- 
man should know about record storage. 

Clip ad to your letterhead and mail to: 


HERS 
2 wy % BANKERS BOX CO., Dpt. BW12B 


+ > Record Specialists Since 1918 
out 2607 N. 25th Ave., Franklin Park, Ill. 
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Guardsmen Shut Plant 





SENTRY on night watch is one of 20 
Minnesota Guardsmen pacifying Albert Lea, 
farm city torn by strike at Wilson & Co. 





Quiet returned this week to Albert 
Lea, Minn., as the National Guard 
patrolled the gates of the Wilson & 
Co. meatpacking plant. But peacc 
lagged behind as strike-caused bitter 
ness continued to divide this small farm 
citv in southern Minnesota 

Ihe Guardsmen were ordered to Al 
bert Lea last week when Gov. Orvill 
L. Freeman declared martial law in the 
town to halt two days of violence at the 
plant in the six-week old labor dispute 
The Guard quickly dispersed massed 
jecring pickets who had overturned and 
stoned cars of nonunion workers at 
tempting to enter and leave the Wil 
son & Co. plant 
e Plant Shutdown—But the Guards- 
men did not arrive to keep the plant 
open. In an unusual move, the Gover 
nor ordered the Guardsmen to shut 


down the plant as well as disperse the 
unruly crowds 
“It makes a beautiful picket line, 


doesn’t it,” cracked one striker as the 
troops closed the plant 

Ihe striking union, the United Pack 
inghouse Workers, and the meatpack 
ing company are at odds over working 
conditions The company broke off 
negotiations on Oct. 29, when the 
union workers refused to work a nin 
hour dav. The union said the work 
order violated an agreement made by 
the company 

Workers then were ordered to rc 
turn to work or be replaced. On Nov 
30, Wilson began production with non- 
union help. The union went on strike 
on Nov. 3. The company and union 
were scheduled to resume contract talks 
shortly. 


STRIKER taunts nonunion workers leaving meatpacking plant. Mass outbursts of violence 
were quelled when Gov. Freeman declared martial law and sent National Guardsmen to city. 
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he uses 7” 


Truc ks Every farmer knows he uses trucks. Only trucks can get supplies 
eee to the farm, and take away grain, milk, livestock, fruit—what- 
ever he produces. He sees other trucks helping food freezers, 
processors and distributors serve millions of dinner tables . . . 
his market. Cabbage, cattle or cotton . . . everything goes by 
truck. He knows! . . . He’ll tell you nobody uses trucks more 
than farmers. 


AMERICAN TRUCKING INDUSTRY 


American Trucking Associations, Inc., Washington 6, D. C. 





THE WHEELS THAT GO EVERYWHERE 




















































In Labor 


Lawyers Squabble Over Labor Reform Law 


But Agree It’s a “Paradise” for Them 


Management and union attorneys are still puzzling 
out interpretations of the Landrum-Griffin labor reform 
act. Its latest provisions (BW—Nov.21'59,p57) guar- 
nteeing democratic union elections went into effect this 
week. 

One management lawyer, David L. Benetar, last week 
predicted at a New York Bar Assn. symposium that 
unions will be strengthened by the new law. He reasons 
that the law “will avert the self-destruction which his- 
torically flows from excessive accumulation of power.” 

But Louis Waldman, a veteran labor lawyer, dissented 
vigorously from Benetar’s assertion that the reform act 
would be the saving of the unions. “Labor men,” says 
Waldman, “resent the law’s assumptions that a union’s 
every act ought to be watched by a government proba- 
tion or police office like those of a paroled convict or 
riminal suspect.” 

So the debate goes. Just about the only note of agree- 
ment was struck by Charles Kothe, National Assn. of 
Manufacturers vice president of industrial relations, who 
noted in St. Louis that while the law has gone a long 
way toward a cleaning of bad unions, it has so many 
ambiguities that “it’s a lawyers’ paradise.” 

Union attorneys at a special seminar for labor leaders 
at St. Louis University came up with a suggested 
“blanket” local union resolution that automatically re- 
peals any constitutional or by-law provisions that are 
found to be in conflict with L-G. How legal this is 
remains to be seen but many local union leaders are 
finding it a simple way out. 

In another L-G development, Labor Secy. James P. 
Mitchell last week clarified the bonding provisions of 
the new act. Bonding, says Mitchell, is not required of 
every single person who “handles” money. Mere physi- 
cal contact with money does not necessarily make an 
employee subject to the bonding requirement. Substan- 
tive property, such as building, etc., does not have to 
be included in bond coverage. Finally, according to 

litchell, many persons, by name or by position, can 
be covered by one bond. 


Americans Help Africans to Get 


Autonomy in Union Confederation 


A clash between the young, aggressive, and nationalist 
trade unionists of Africa and the older, socialist-oriented 
Europeans threatened last week to split the 10-year-old 
International Confederation of Free Trade Unions. The 
ICFTU has played a crucial role in heading off Com- 
munist domination of unions within the free world. 

The Africans, chafing for some time at a “check on the 
reins” exercised by ICFTU representatives south of the 
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Sahara, sought—and secured—American support for au- 
tonomous status for their group within the ICFTU. Led 
by Tom Mboya, the young Kenya labor leader, the Afri- 
cans used a threat to secede as leverage against J. 
Oldenbroek, the old-time Dutch trade unionist who is 
the ICFTU secretary-general. 

Mboya—and the Americans headed by AFL-CIO Pres. 
George Meany—charged that the ICFTU leadership 
wasn’t dynamic enough to secure the allegiance of labor 
groups in uncommitted countries where Communists are 
making headway. ‘They demanded a shakeup of the per- 
manent ICFTU staff. 

Meany’s vigorous backing of Mboya was seconded by 
Walter P. Reuther, United Auto Workers president and 
delegate to the conference, and Jay Lovestone, Meany’s 
foreign policy advisor. Reuther and Lovestone are bitter 
rivals for the honor of shaping the AFL-CIO’s basic 
policy. They have jockeyed for behind-the-scenes power 
within the ICFTU in the past. 

However, Mboya and the Americans did not have 
their way entirely. The reform wave broke up in a com- 
promise. The Africans got their autonomy; Oldenbrock 
was reelected. And a resolution was passed directing the 
ICFTU executive board to come up in six months with 
recommendations for invigorating its leadership. 
Whether Oldenbroek then will resign in favor of Omer 
Becu, a Belgian union leader backed by the Americans, 
remains uncertain. 


e * . 
Building Trades Pace Wage Gains 


The building trades continue to pace the field of wage 
gains. Average union wages in the building trades dur- 
ing the vear “ended July 1, 1959, were 16¢, or 4.9% 
higher than a vear earlier. Bureau of Labor Statistics 
figures show that the 16¢ increase was 1¢ more than in the 
1958 period and equal to a record increase in 1957, the 
largest vearly gain since 1948. 

Plumbers and structural iron workers received hourly 
increases of 20¢, rodmen secured 19¢ an hour while 21 
other crafts averaged increases of 14¢ an hour or more. 
The BLS survey did not include overtime or premium 
rates. 


Labor Briefs 


The Teamsters report a record high membership of 
1,677,961 for November. But for the giant trucking 
union this denotes growth at a mere snail’s pace—a gain 
of 46,000 over a year ago and 44,544 over the previous 
peak in August. The truckers share with other giant 
unions in the general freeze on membership growth. 


An independent union of union organizers, the Inter- 
national Chemical Workers Representatives’ Assn., last 
week secured a contract from the Chemical Workers— 
apparently without trouble, in contrast to the furor in 
the AFL-CIO when its staff organized a union (BW— 
Jun.7°58,p104). “You might say that this is an instance 
of the doctor following his own prescription,” says I1CW 
Pres. Walter L. Mitchell. 
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e See how this new Edison VOICEWRITER dictating machine 
1 helps you break through your “time barrier” to new success! 
1€ 
h 
p. 
er 
iS, 
ge 
Ir- 
% 
ics 
he 
he 
rly 
2] 
re. 
1m 
Take the mike... dictate...and suddenly you'll realize For FREE information or FREE tryout 
F that any other dictating method is old-fashioned! Mail this coupon today! 
be You'll see how this all-new Voicewriter saves man- 
ing hours by acting as a rapid, foolproof dispatcher of cor- a 
ain respondence . . . a communicator of instructions ...a : To: Edison Voicewriter, West Orange, New Jersey 
yus conference reporter . . . a sounding board for sales i I accept your free offer of the following: 
int talks, ideas and speeches! Its features? All you would i ae 
expect to find in the finest dictating machine ever built i [| free literature [| a free tryout ' 
. . and then some! | without obligation 
' 
a Think we’ ve exaggerated? We offer you a friendly chal- : 
sa lenge to mail the coupon—‘“‘take the mike”’ at your own | Name | 
_ desk, with your own work, for just a few minutes! Once | Title 
is— you take the mike...your talk will be our best sales talk! ! ae 
in Organization. | 
V7... . : I 
3 Edison Voicewriter Address | 
_— A product of Thomas A. Edison Industries, McGraw-Edison Company City Zone State | 
Ww West Orange, N.J. In Canada: 32 Front Street W., Toronto, Ont. BW-12 | 
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sends/everyone the priceless gift of chemistry’s 
magic. From C yanamud come more than 6,000 
products, seen & unseen, that serve you every day. 
A’ beautiful example is Creslan* acrylic fiber. 

It feels soft-as-snow, makes colors come happily 
alive. It keeps fashions fresh, gives you warmth 
without weight. When you shop, discover all the 
things created with the luxury touch of Creslan. 


For people who like gifts pretty © practical, 


think of Melmace quality melamine Raneciine 
Kasy to look at, hard to break, Melmac brands 
are made by fine manufacturers from C yanamid’s 

melamine material. In lovely shapes & patterns. 
Christmas sparkles whiter & brighter because of 
Unitane: titanium dioxide. The whitest of all 
white pigments, Unitane gives a holiday gleam 
to paints, plastics, appliances, floor coverings as 








well as countless other products. —s=4%2=<r3—— 


erican Cyanamid Como: 30R 
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PERSONAL BUSINESS 


BUSINESS WEEK Will 1960 find you in the apartment market? 


DEC. 19. 1959 If so, questions about leases likely will take up a good deal of your 
. time—one reason being that the subject is not only tedious, but pretty well 
cluttered with misinformation. 





Even the most basic rule of all is often misunderstood: the rule that 
the rent can not be changed by either party during the life of the lease— 
unless the lease specifically provides for changes. (Moral for the tenant, of 
course, is to read the fine print carefully. Remember: Any printed lease 

A BUSINESS WEEK is likely to have been drawn up to protect the landlord, not you.) 


But what about some of the elements of protection—from the tenant’s 
SERVICE viewpoint—that aren’t so evident? Here are a few, often overlooked: 


* Repairs and improvements. Don’t assume—on the basis of a casual 
conversation—that the landlord will redecorate periodically, or undertake 
needed repairs or agreed improvements. Spell these out in the lease. In many 
states, the law doesn’t require that a landlord make repairs at all, except 
for serious latent defects existing at the start of the lease term. 


Then there’s the question of structural improvements which you may 
want to make at your own expense; for instance, knocking out a wall, or 
installing an intercommunication system between rooms. Here, too, you'll 
want a lease clause—to give you specific permission, and to make clear 
whether you or the landlord will become the owner of the installed item 
at term’s end. If there’s no clause, it may belong to the landlord. 


Television probably heads the list of troublemakers in this area. Fre- oe 
quently, the lease specifically prohibits installation of outside TV aerials; 
the tenant will blind himself for a while watching a bad picture, and then 
get into a row with the landlord. So even if you’ve had good TV reception 
without using an outside aerial, try to get a permissive clause for installing 
one at your new address—especially if it’s a city apartment. 


¢ House rules. These may be spelled out in detail; if so, check them 
carefully to know the limitations on such things as activity after certain 
evening hours, use of lawn or garden, playgrounds, parking facilities, 
laundry, and so on. If rules of this kind are reasonable (and only a jury can 
determine this, if you go into court) they are legally enforceable, and 
breaching them can be grounds for eviction. 


* Services. You'll want to be assured of minimum interruption to such 
services as water, heat, and light, so it may be wise to insist on some guar- 
antee in the lease, instead of counting on the landlord’s reliability. This 
would safeguard you against neglect or undue delay by him in making major 
utility repairs. But note: The landlord probably would demand a countering 
clause giving him “reasonable time” to make such repairs. 


¢ Subletting and assignment. If the lease is silent on the point, usually 
you have a right to sublet, or assign. In any case, if a clause says the land- 
lord must approve your subtenant, make sure there’s a phrase added to 
prevent him from withholding approval “unreasonably.” It’s surprising, 
say realty experts, how often this point figures in tenant-landlord hassles. 


Under a sub-lease, you—as original lessee—accept rent from the occu- 
pant and, in turn, pay the landlord; under an assignment, the landlord deals 
directly with the occupant. But in both situations—and here is a widely 
misunderstood point—you remain responsible for the payment of reut. 


¢ Renewal. To insure your right to renew a lease, you’d be wise to get 121 
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a renewal option clause, with the new term covered by all the safeguards 
found in the present lease. If the lease provides for automatic renewal, _ 
include a clause requiring the landlord to give you notice shortly before 
renewal date—so you won’t get stuck with a renewed lease due to your own 
oversight. (Strangely, this happens frequently.) 


If you simply “hold over” beyond the end of your term, the landlord 
has an option: He can begin dispossess proceedings, or hold you for a further 
short term (usually a year) under the terms of the old contract. 


How can you get out of a lease? If the landlord fails to keep the 
premises in “good tenantable condition’—that is, free of any serious 
nuisance or condition that reduces rental value—you can claim ‘“‘construc- 
tive eviction,” vacate, and be freed of obligations under the lease. 


Warning: Check with your attorney before taking this action—if you 
are wrong, you may wind up paying rent, court costs, and penalties. 


Looking for last-minute ideas on books for Christmas gifts? Here are 
just a few in several categories that look good: Eighteen Holes in My Head, 
by Milton Gross, the sports columnist’s amusing account of the great game 
(McGraw-Hill, $3.75); The New Tropical Fish Book, by Gene Wolfsheimer 
and Lillian Borgeson, a guide for the home aquarist (Arco, $2.50), and 
Movie Techniques for the Advanced Amateur, by George Regnier (Amphoto, 
$4.95); The St. Lawrence Seaway, by T. L. Hills, McGill University’s asso- 
ciate professor of geography, (Praeger, $3.50); Leonard Bernstein’s The Joy 
of Music, commentaries by the composer-conductor (Simon & Schuster, 
$5.95); New Orleans, by Oliver Evans, recreating the atmosphere of the 
unique city (Macmillan, $5); Charles Dickens’ Best Stories, novelettes and 
short stories (Hanover House, $4.95); Fiction of the Fifties, short stories 
by the decade’s representative writers (Doubleday, $3.95), and These Were 
Our Years, a look by noted American writers at life in the 1920s and 1930s 
(Doubleday, $4.95). 


Good Will Dept.: Those magazines you “collect” that you don’t know 
quite what to do with would be most welcome abroad—and mailing is easy. 
Simply slit the sides of an envelope, and address it to the Chief, U.S. Infor- 
mation Agency, in care of the U.S. Embassy, in any foreign capital (except 
behind the Iron Curtain); wrap around magazines, affix third-class postage, 
and mail. The USIA will see that they are distributed. 


The newer the magazines, the better; none over six months old should 
be included, says USIA. The need is particularly acute in scientific, tech- 
nological, and medical fields, and periodicals are eagerly awaited. If you 
have no preference, consider the Far East and Africa where the shortage 
of American publications is great. 


Party punch: An old-time formula still is one of the brighter for festive 
bowls. Rum and tea punch is quickly prepared. Pour 1 qt. boiling water 
over 1 oz. tea and let stand 10 min. After straining, dissolve 1 lb. of fine 
sugar in cooled tea. Then pour over block of ice and add 1% pints of rum, 
Y% cup sherry, and 1 cup lime or lemon juice. Stir well and place fruit 
slices on top. Makes 10 6-0z. servings. 


Contents copyrighted under the general copyright on the Dec. 19, 1959, issue—Business Week, 330 W. 42nd St., New York, N. Y. 











ROYAL FLAT BELTS 





In the 1959 NASCAR* Speed Week at Daytona Beach, cars 
with Latham Axial Flow Superchargers swept the field for 
the second straight year. Top speed for one of these cars 
was 147 m.p.h. 

Every Latham Supercharger is equipped with a U.S. Royal 
1%”-wide heavy duty drive flat belt. This is the main reason 
why the compressor runs so silently, so dependably. This 
“U.S.” belt effectively handles the high-speed, high-load 
requirements of this drive with no stress or strain. In deliver- 
ing smooth, quick power to the compressor, it easily resists 
destructive heat build-up. The performance of this belt on 
such a gruelling assignment demonstrates how effective this 
belt can be on tough drives on all types of machinery. 

U. S. Royal Flat Belts are made with special constructions 
to service all types of drive conditions. They are furnished 
in combinations of high tensile strength, maximum flexibil- 
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ity, minimum stretch, oil and heat resistance, static conduc- 
tivity with special covers. In most combinations the length 
is stable or shrinkless. 

Combinations of these constructions provide a correct flat 
belt for every purpose—from light to heaviest duty, as well 
as the most abnormally severe operating conditions, such as, 
for example, in the Latham Supercharger. 

The U.S. Royal Flat Belt offers the design engineer the 
assurance that here is a belt that will stand up to his most 
exacting design requirements, and will be equally effective 
as a replacement belt for existing equipment. 


+ a 7 
When you think of rubber, think of your “‘U. S.“’ Distrib- 


utor. He’s your best on-the-spot source of technical aid, 
quick delivery and quality industrial rubber products. 


*National Association for Stock Car Auto Racing 


WORLD'S LARGEST MANUFACTURER OF INDUSTRIAL RUBBER PRODUCTS 


Rockefeller Center, New York 20, N.Y. 





in Canada: Dominion Rubber Company, Ltd. 














TEN 230 KV WAGNER 


POWER TRANSFORMERS 
help double capacity of 


Southern California Water System 


The Metropolitan Water District of Southern California 
serves 7,000,000 people in five California counties. Water 
from the Colorado River is carried across the state of 
California through an aqueduct system 654 miles long. 
Pumping stations along the aqueduct lift the water 1617 
feet over mountain barriers—a tremendous job, done by 
electric power. The power for these pumps is supplied 
through high voltage power transformers—that must 
give completely dependable service. 

To fill the need for more water, the District recently 
installed ten Wagner 230,000 volt power transformers at 
three of the pumping stations along the system. Three of 
these transformers are rated 5500 kva—seven are rated 
15,000 kva. They will help supply enough power to 
double the capacity of the system. The transformers are 
oil-immersed, water-cooled, with an alternate provision 
for forced-oil cooling ; 

Consult Wagner about your next power transformer re- 
quirements. Call your nearby Wagner field engineer or 
write us 


BRANCHES AND DISTRIBUTORS IN ALL PRINCIPAL CITIES 


Wasner Electric Corporation 


6460 PLYMOUTH AVE., ST. LOUIS 33, MO. 





One of the three 230 kv Wagner Power Transformers added 
to the Eagle Mountain pump lift. 


Pe 


MORE WATER FOR SOUTHERN CALIFORNIA is boosted 
over a mountain barrier at the Iron Mountain pump lift 
through three huge pipes, some 10 feet in diameter. 
Ultimately a billion gallons of water per day will be 
lifted through this pumping station. 














NEW PRODUCTS 





Simplified Control for Tractors 


A single-stick control for crawler trac- 
tors (picture, right) has been developed 
by John Deere Industrial Div. of Deere 
& Co. Ordinarily, operation of a crawler 
requires the coordinated manual opera- 
tion of two control levers plus foot 
clutching and braking, and either shift- 
ing of transmission gears or switching of 
a direction reverser. The new control 
uses hydraulics to perform clutching, 
braking, steering, and shifting for for- 
ward and reverse travel. 

With the new control, called the 
Pilot-Touch, the operator merely selects 
his speed of travel, then moves the con- 
trol stick mounted between his feet. If 
he pushes it forward, then returns it to 


Better Tool for 


A new tape-controlled contouring ma- 
chine promises to set fresh standards for 
automatic precision. Designed for pre- 
cision turning, boring, and grinding, 
Ex-Cello-O Corp.’s Numera-T'rol 922 
can be moved—either electronically 
or manually—in increments of 25-mil- 
lionths of an inch. Most tape-controlled 
machine tools deal in thousands of an 
inch. 

Ex-Cello-O says the machine bed is 
heavier and more rigid than in standard 
tools, while the slide wavs are both 
hand-scraped to insure flatness and 
equipped with roller bearings for case 
of movement. The tool is so precise 
that the 1,000-Ib. cross slide requires 
a pressure of only 5.5 Ib. to overcome 
inertia, and only 5 lb. to maintain move- 
ment. The parallelism of the slide ways 
is checked by an optical device ac- 


Textiles Get a New Finish and a 


Two new developments are exciting 
different segments of the textile indus- 
trv. One is a new finish, the other a 
new fabric. 

The Army Quartermaster Research 
& Engineering Command developed the 
finish, which it claims can make cloth- 
ing withstand continuous rainfall of 
an inch an hour for seven days without 
letting the water through. Yet the fab- 
tic “‘breathes,” so the wearer doesn’t 
feel he’s in a sweatbox—unlike the 
Army’s old rubber raincoat. 

* Compatible and Permanent—Called 
Quarpel, the new finish combines ,py- 
ridinium—the basic element of Zelan- 
type water repellants used on many 
present raincoats—and fluorocarbons. 
It’s compatible with other finishes, such 
as those that make a fabric crease-re- 
sistant, and with wash-and-wear fabric 
resins. Another feature is that a Quar- 
pel-treated garment can be washed or 
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the center position, the tractor moves 
forward. If he pulls it backward and 
returns it, the crawler moves backward. 
To turn, he moves the stick to the right 
or the left. 

This permits one-hand operation of 
the tractor, leaving the other hand free 
for full-time control of loaders, bull- 
dozers, or other working equipment 
used with the crawler. Deere feels the 
simpler operation and easicr control will 
also speed up working cycles and in- 
crease working capacity. 

The Pilot-Touch will be offered as 
optional equipment on John Deere +40 
Industrial Crawlers at a probable cost 
of $200, though this is not final. 


Precision Jobs 


curate to 1.5-millionth of an_ inch. 

(he Numera-Trol 922 is operated 
at 72F in a temperature-controlled room 
(picture). The hydraulic power unit is 
water-cooled, and heat from the elec- 
tronic equipment needed for tape con- 
trol is ducted away from the work area. 
Ex-Cello-O says that this makes it pos- 
sible to hold work tolerances of 0.0001 
in. in routine production of templates 
and 0.0002 in. in contour boring and 
turning. 

This degree of precision is primarily 
a requirement for space age applica- 
tions like missile parts; which must be 
machined to extremely close tolerances. 
Ex-Cello-O officials say it can't be 
achieved by manually controlled tools 
because different operators may cause 
variations in the product. Numera- rol 
costs about $230,000. 


dry-cleaned without being retreated. 

Che finish will be made available for 
commercial development, and_ textile 
consultant J. B. Goldberg predicts 
“terrific” commercial possibilities for 
it. He estimates it will cost 5¢ a vard 
more than conventional Zelan finishes, 
which he says will make it a premium 
but not a luxury item. 
¢ Non-Woven Interlining—The new 
fabric, Dextex, is a significant advance 
in the non-woven textile field (BW — 
Oct.3’59,p137). It’s made of Dacron 
by a process that’s based on_paper- 
making technology, developed by C. H. 
Dexter & Sons, Inc., Windsor Locks, 
Conn. Dexter is an old industrial paper 
manufacturer making its first venture 
into textiles with Dextex. 

The fabric will be used at first for 
interlinings in wash-and-wear suits, and 
later in other garments. The interlin- 
ing is the cloth between a garment’s 








New Fabric 


outer fabric and its lining, which help 
the garment keep its shape. ‘Two lead 
ing suppliers of linings and interlinings 
N. Erlanger, Blumgart & Co. and 
Dubin-Haskell-Jacobson, Inc., have 
formed a new company, Earl-Tex Prod 
ucts, to market Dextex. 
e Advantages—Dexter and Earl-lex 
claim these advantages for Dextex: It’s 
lighter than other interlining fabrics 
(2.5 oz. per sq. yd. against about 6 oz 
for average interlinings); it’s easier for 
garment makers to handle; it has bette: 
crease recovery and “breatheability,” 
greater strength and washability; and 
it’s quicker drying. It’s also stronget 
than most other non-woven fabrics. 
Dextex will cost about $1 per yd. of 
66-in. wide material. Of traditional in 
terlining fabrics, a woven Dacron taffeta 
is much more expensive, while an Arncl- 
goathair combination is in the sam¢ 
price range as Dextex. END 
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SPRIGHTLY at 76, Pres. Max McGraw 
saunters along Chicago’s Michigan Avenue 
during a typically busy day. 
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At McGraw-Edison, the elec- 
trical equipment maker, a strong 
president gives his underlings 
free reign except in finance. 


This week, McGraw-Edison Co., one 
of the country’s biggest manufacturers 
of electrical equipment, announced that 
carly in January it would acquire the 
business of another company, Interna- 
tional Metal Products Co., and its afh- 
liate, Continental Mfg., both of Phoe- 
nix, Ariz., makers of evaporative coolers 
and air conditioning units. 

For the past 30 vears, McGraw-Edi- 
son has been adding divisions via the 
acquisition route, and when Interna- 
tional Metal into the fold, it, 
like the others, will retain its autonomy. 

Following the established pattern, 
the men who have been operating the 
newcomer will continue to run it, and 
do so with a minimum of intervention 
fron McGraw-Edison management. 

This “leave ’em alonc”’ attitude is a 
key to the company’s philosophy. It 
dovetails with the belief of Pres. Max 
McGraw (pictures) that the men who 
know a business are the men to carry it 
on. “You alwavs take a chance on an 
outsider,” he says. “You may think you 
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Letting Divisions Run Themselves 


know him, but it’s not like the 
you've known for years.” 
e 56 Years a President—McGraw’s ex- 
perience has backed up his theories. 
Vigorous at 
of the company—and nothing but pres- 
ident—for 56 vears. He started the 
company in 1900 when he was 17 and 
became president three years later. 

During all these vears, his company 
has developed a management structure 
and a point of view that have little in 
common with the trend of some cor 
porations toward increased centraliza 
tion these davs. For at McGraw-Edison, 
only the top policy decisions, company 
wide in import and usually financial, arc 
made in the head office. Otherwise, the 
divisions handle their own affairs. And 
no memoranda and visitors from the 
home office tell the field how to do it 
¢ Third Rank—Apparently this setup 
pavs off for McGraw-Edison 

At the end of 1900, the first vear of 
operations, there was a loss—just $39.70 
But every vear since, there has been an 
operating profit; last vear’s net added 
up to almost $10.3-million. Sales this 
vear will probably run about $275-mil 
lion—wp from last year’s $241-mil 
lion—and the company counts itself 
third in electrical manufacturing, with 
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76, he has been president 
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FINANCIAL problem presented by Raymond Giesech 
treasurer and assistant to president, engages McGra 
attention. Money matters are centralized. 





SECOND in command, Executive Vice-Pres. Alfred 
Bersted, huddles with McGraw after management session 





BACK IN OFFICE, McGraw takes a phone call. He keeps constantly up on activities in 
all 31 divisions, subdivisions, and subsidiaries of the company he founded in 1900. 


QUARTERLY meeting of management committee brings division heads 
together with McGraw and other headquarters brass in a Chicago hotel. 
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by W. F. ROCKWELL, JR. 
President 
Rackwell Magutacouting Comeeey. 


fpr erate por has become a very fashion- 
able word with a sometimes misleading con- 
notation. To say that a company is diversified 
has come to mean, for many, that it is on that 
account alone a good investment. If that were true, life would be simple. 

Actually, of course, diversification can be bad as well as good. It can 
destroy the equity of shareholders as well as enhance it. The long term value 
of any company’s diversification program can be judged only with a knowl- 
edge of how it is diversified, and why. 

This is not always easy because there are probably as many kinds of 
diversification as there are kinds of companies: diversification by different 
markets for the same product . . . by different products for the same market 
.. . by products unrelated except that they utilize the same type of manu- 
facturing know-how and facilities—it would be possible to go on and on. 

And there is that indefinable type which has been called diversification 
“by guess and by gum,” in which any possible acquisition is snapped up 
regardless of products, markets, or management skill required—as long as 
it looks like a bargain. 


Our own diversification has been called “related diversification,’ and that 
is probably as good a label as any. We make three kinds of products: measur- 
ing devices, control devices, and power tools. These products (a total of 
25,000 types, models and sizes) are related in many ways. Some are related 
by the markets they serve: power tools and driver training devices for 
schools . . . lubricated plug valves, petroleum meters, gas meters, regulators 
for the oil and gas industries . . . water meters, valves, parking meters, and 
voting machines for local and state governments . . . power tools and measure- 
ment and control devices for general industry. Such diverse measuring 
devices as taximeters, instrument clocks, voting machines, and parking 
meters are related in the production know-how required. 

Our diversification is “related’”’ in another deeper way. Everything we 
make and market is related to basic needs, rather than to luxuries, and 
therefore related to the growth of an expanding population in an expanding 
economy. This plan for diversification, in turn, grew out of our basic objec- 
tives: to protect the money of our shareholders and the jobs of our em- 
ployees, while giving both every opportunity for solid, lasting growth. 


a * * 


The new Turbo-Meter, developed by our Petroleum and Industrial Meter Division 
for the petroleum industry, introduces a new dimension in high capacity metering 
(up to 15,000 barrels of liquid an hour) by sustaining accuracy regardless of 
whether the liquid going through it is light gasoline or heavy crude oil. Secret of 
this accuracy is a newly developed system for automatically compensating for the 
viscosity of the product being measured, combined with the mechanical simplicity 
and perfect running balance of the turbine principle. 


* * * 


Our Sealed Register Water Meter, which utilizes magnetic force to make 
possible a hermetically-sealed registering mechanism, was originally introduced 
in the widely used standard domestic 5%" size. Acceptance by the water industry 
of this new kind of water meter was so enthusiastic that next we brought out a 
34” size, and now are making it available for the first time in the larger 1” size. 


One of a series of informal reports on the operations and growth of the 


ROCKWELL MANUFACTURING COMPANY 
PITTSBURGH 8, PA. 


for its customers, suppliers, employees, stockholders and other friends 
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31 divisions, subdivisions, and subsidi- 
aries. In the U.S. and Canada, its 44 
plants now employ some 15,000 people. 

Their output is split about 50-50 be- 
tween equipment for the electric utili- 
ties and miscellaneous products and 
home appliances. The line ranges from 
medical gases to huge electric §trans- 
formers and coil furnaces, from dictat- 
ing equipment to roller skates and 
juvenile furniture. 

A lot of the variety came with Mc- 
Graw’s merger almost three years ago 
with Thomas A. Edison, Inc. The 
McGraw Electric Co. then became Mc- 
Graw-Edison, and McGraw acquired 
the Edison laboratories in West Orange, 
N. J., seven manufacturing subdivisions, 
three subsidiaries, and Charles Edison— 
son of Thomas A. and former governor 
of New Jersey and Secretary of the Navv 
~—as chairman of its board of directors. 
Max McGraw continued his career as 
president and chief executive officer. 
¢ Few at Headquarters—In addition to 
McGraw and Edison, top management 
of the company includes a board of 
14 directors, five of them divisional 
presidents; a handful of general officers, 
and a central staff almost incredibly 
small for so large an operation—less 
than 50, all told. 

Headquarters of McGraw-Edison are 
at Elgin, Ill., where McGraw and Al- 
fred Bersted, executive vice-president 
and head of the company’s Appliance 
Div., have an office. Accounting and 
other financial matters are handled in 
Chicago, where McGraw also has an 
office with other company officials. 

But the president’s business isn’t 
confined even to these two offices. Mc- 


' 





CHAIRMAN of board is Charles Edison, 
son of the inventor. He joined McGraw 
after 1957 merger. 


BUSINESS WEEK e Dec. 19, 1959 











ere Se Se UvCUElUlUlC~” 


4% 
+ mgehe® 


Re eee 


n, 
Ww 


19 

















1 Extruded from styrene, this transistor radio’s battery case: 2 Molded of high-impact styrene, this case is notable for its: 
(a) cushions vibration (b) prevents short circuits (a) injection-molded depth (b) strength to carry a 25-lb. load 
(c) keeps batteries dry (c) colorful gleaming surface 


SOSH HSOH THEE TET ETESHHESHEEEEEEEEEEEEEEE HEHEHE HEHEHE EEEEE COSHH EE TEESE ETE EHEHEHHEEEEHESHEHEHEEHTEHHEHEHEEEHH HEHEHE 


Can you pass this test on Styrene Plastics? 


(You'll profit by knowing them better) 





3 Refrigerator door panels are fashioned of styrene for: 4 


It’s a silver-zine battery’s case, molded of C-11 styrene for: 
(a) impact strength (b) insulation 


(a) transparency (b) resistance to potassium hydroxide 
(c) lower material cost (c) production economy 


See Hee HOOT OE HEHEHE SEH EOH EE EE SESE HESEE EES EE EHO EEE EEE ESOD COCO E HOHE HEHEHE EHH HEHE SHES EES ES ESHEETS HEHEHE EEE ET EHEEES 


ANSWERS... to engineering and styling 
needs are found in BAKELITE styrene plastics. 


1. (b) Prevents short circuits. It keeps wiring from metal battery case 
2. Check (a), (b) and (c), but emphasize its deep, one-piece molding. 
3. (a), (b) and (c) plus color variety. 

4. (b) is most important, but (a) and (c) are advantages, too. 

5. (a) Believe it or not — 1200 psi! 


If you have questions—about plastics and their potential 
for your business—please ask us. We'll be glad to answer on 
the uses of vinyls, epoxies, phenolics, styrenes and pol) 
ethylenes. Just write or call any of our offices or write Dept. 
LB-04A, Union Carbide Plastics Com- 


5 This molded C-11 oil sight-bow! withstands pressures up to: pany, Division of Union Carbide Cor- UNION 
(a) 1200 psi (b) 30 psi poration, 30 East 42nd Street, New 

(c) 250 psi York 17, N. Y. In Canada: Union Car- CARBIDE 
ee ee ee ee ee bide Canada Limited, Toronto 7. 





“Bakelite” and “Union Carbide” are registered trade marks of Union Carbide Corporation. 











Putting 
its best 
foot forward... 


EXICANS today can measure 

their new prosperity right from 
the ground up. Even such everyday 
categories as shoes and apparel re- 
veal startling indications of eco- 
nomic growth. 


From 1956 to 1957, the produc- 
tion of shoes in Mexico stepped up 
22%. And in 1958, a further gain of 
23% was paced off. 


In the field of fabrics, between 
1949 and 1957, consumption of arti- 
ficial fibers has doubled. Although 
cotton continues as Mexico’s long- 
time leader, man-made fibers such 
as rayon and nylon now account 
for as much as 17% of the con- 
sumption of cotton. 


Today’s active young Mexicans 
have more pesos to spend than ever 
before. One reason that they are 
better clothed and better shod than 
ever before. They are ready and 
willing to put down their money for 
all the many things that make for a 
higher standard of living. 

Among these are the products 
and services your company can sup- 
ply. Be sure of putting your best 
foot forward in this lush market. 
Today it’s easier than ever to make 
your company known to these mod- 
ern Mexicans. 


The magazine 
to reach modern Mexico is 
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Graw’s office is where he is. Saturdays 
and Sundays he is usually at Elgin. 
About a fourth of his time he travels. 
And the remainder of his 52-hour work 
week he spends at his Chicago desk. 
It’s a pace that might leave a younger 
man puffing, but McGraw works un- 
hurriedly. 

¢ Divisions on Their Own—The secret 
may be his ability to delegate. Certainly 
delegation on the big scale has paid off 
for McGraw-Edison. Never having been 
centralized in the usual sense, the divi- 
sions largely mind their own business. 
Each keeps its own books, creates its 
own products, has its own engineering, 
research and selling organizations, does 
its own purchasing, and, to a_ point, 
decides on its own expansion. 

Between the divisions and the presi- 
dent, the organization chart shows six 
group heads, but actually these posts 
are all held by men who are aiso presi- 
dents of divisions themselves, with the 
exception of Bersted, who now also 
has the title of chief but now executive 
vice-president of the company. They 
act as something of a buffer between 
the company’s numerous separate op- 
erating segments and McGraw. 

“Most other companies,“ a McGraw- 
Edison officer explains, “try to operate 
from a central office. by directive. We 
don’t do that.”” Others, he feels, might 
like to give their divisions more auton- 
omy, but can’t. “Thev didn’t get 
started that way.” 
¢ Official Visits—Nevertheless, head- 
quarters knows what’s going on in the 
field. Both McGraw and Bersted fre- 
quently visit the company’s scattered 
plants; Bersted even outdoes his presi- 
dent in travel. He’s on the road some 
60% of the time and, according to 
McGraw, is “about the busiest man in 
the company.” The other executives 
travel, too: “This is not a one-man 
operation,” one says. 

Additionally, the division presidents 
meet quarterly with other company 
executives as a management commit- 
tee to discuss problems and programs, 
and “evervthing under the sun,” as 
McGraw puts it. Usually the meeting 
is in a Chicago hotel; sometimes it’s 
at a plant. The committee’s decisions 
and recommendations are ordinarily 
accepted by the beard at its own regu- 
lar quarterly meeting the next day. 
At mid-November’s board meeting, for 
example, two divisions asked for large 
research appropriations. They were 
granted. It was at this meeting also 
that the board decided to take up the 
option for purchase of the company 
that will become McGraw-Edison’s 
newest division, International Metal 
Products. 
¢ Letters and Calls—Between meetings, 
a steady flow of information from the 
field keeps the officers advised on what's 
going on. McGraw’s close associates 











New Mexican Edition 
of LIFE EN ESPANOL: 
Steps up sales 


HE liveliest market place in 

Mexico today is the Mexican 
Edition of LIFEEN ESPANOL. Three- 
quarters of a million Mexicans read 
every issue for the unique view it 
gives them of their world and for 
the advertising that tells of prod- 
ucts for better living. 

The Diners’ Club appeared in the 
first issue of the new Mexican Edi- 
tion. Since then they have run 5 
quarter-page ads, producing over 
300 applications—20 times as effec- 
tive as any other medium. 

Says Pedro Ricci, Director Gen- 
eral de Diners’ Club de Mexico: 
“We are delighted with the applica- 
tions received from our advertising, 
and we are using this ‘Advertised- 
in-LIFE EN ESPANOL’ fact in our 
solicitation of new establishments 


for the Diners’ Club.” 

In its first six months, more than 
80 advertisers have displayed their 
products in the Mexican Edition 
for a total of 170 pages. 

Make sure you are displaying 
your products and services to the 
best advantage to Mexicans in the 
mood to buy—in the new Mexican 
Edition of LIFE EN ESPANOL. 


The magazine 
to reach modern Mexico is 


EN ESPANOL 
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If your firm is ‘average-size’:..all you need to 
mechanize your accounting is one girl and 
the Royal M°Bee General Records Poster! 
The girl requires no special training...the 
Poster imposes no burdensome expense 


Get the important benefits of machine bookkeeping at low cost! The 
Royal McBee General Records Poster handles your payroll, accounts 
payable, accounts receivable, general ledger, inventory—without the need 
for skilled operators. Anyone can use it! You post all associated records 
simultaneously with one entry. You get accurate register of all postings 
to all records; elimination of transcription errors; instant flexibility to 
changing office routines; complete adaptability to centralized or decen- 
tralized operations. And all at a remarkably modest investment. Your 
nearby Royal McBee Data Processing Representative will be happy to 
demonstrate. Call him, or write Royal McBee Corporation, Data Process- 
ing Division, Post Chester, New York for brochure 8-533. 


ROYAL M°BEE * data processing division 


NEW CONCEPTS IN PRACTICAL OFFICE AUTOMATION 
























THE BRIGHTER YOUR PACKAGE... 


THE BIGGER YOUR SALES! 





Why struggle to bring out the best product... then lose out to competition because 
your package is dull, unattractive? Begin instead with packaging board treated with 
Calcofluor White and get the whitest whites, the brightest colors, the sharpest 
contrasts, the cleanest printing. Cyanamid’s chemical brightener makes your pack- 
age sparkle with extra sales excitement... makes your boxes and containers look 
the freshest, the liveliest, on the shelf. Put your quality product in a quality package. 
Specify Calcofluor-whitened board today! 


CALCOFLUOR \\WHITE 


FOR WHITER WHITES 
—“—“"E¥ANAMID— 


AMERICAN CYANAMID COMPANY «+ DYES DEPARTMENT + BOUND BROOK, N. J. 
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. “I pick my men, delegate 
to them, and it’s up to 


ak” «+6 
(STORY on page 126) 


say he never interferes with the divi- 
sions, each of which has its own man- 
agement committee, but he keeps fully 
informed. Much of the information ar- 
rives in the usual routine reports, but 
a lot is collected on an informal basis, 
by letter and telephone—on occasion, 
a conference phone call 

Although the president is reputed to 
“know every corner” of the business, 
he'll often say when a question arises, 
“That’s up to the division.”” He once 
told a visitor, “I pick my men, delegate 
to them, and it’s up to them.” When 
McGraw-Edison gets a company, Mc- 
Graw explains, it gets competent men 
and keeps them, paying them well but 
not “out of line.” 
¢ Centralized Pursestrings—While all 
but a few corporate office functions are 
delegated to the divisions, their sub- 
stantial degree of autonomy stops short 
of finance. Money, of course, is the 
common denominator, and the central 
office has direct control of accounting 
and finance. “We don’t want them 
running over to the bank,’ savs one 
top executive. Since many new proj- 
ects and policies in a division hinge on 
approval of spending, headquarters in 
practice does have considerable sav. 

Income and outgo funnel through 
Raymond H. Giesecke, treasurer and as- 
sistant to the president. He knows 
each dav’s figures for the divisions 
promptly. The reports come to his 
“banking department” of three girls and 
a supervisor. Company funds, collected 
at several points around the country, 
are banked in Chicago and St. Louis. 
Internal auditing is under the company 
controller, Robert W. Martin, in the 
downtown Chicago office. 

McGraw-Edison has admittedly had 
to deal with one problem that does 
not confront most companies—establish- 
ing a common set of accounts for the 
divisions. The company has sometimes 
faced what one officer calls ‘“‘a very 
chaotic condition” after acquiring one 
company or another. Resistance from 
the field to efforts to establish uni- 
form accounting has faded out, how- 
ever, and the difficulties have been 
solved. 
¢ States’ Rights—Headquarters’ main 
concern, Max McGraw said after the 
last management committee meeting, 
is the general trend of each division 
and each department—whether its sale: 
and profits are satisfactory. Responsi- 
bility for successful company operations 
rests with the presidents of the divi- 
sions. 

Reminiscent of the federal consti- 
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REMINDER SIGNS AT THE MILL. From blast furnaces to loading docks... 


Quality is written a/l/ over 


HOME OFFICE; GRANITE CITY, ILL. @ SALES OFFICES: DALLAS e MEMPHIS @ KANSAS CITY @ ST. LOUIS @ MINNEAPOLIS @ HOUSTON @ MOLINE @ TULSA 


GRANITE CITY STEEL ¢ 


STEELMAKERS TO MIDDLE AMERICA 











“BUSINESS PUBLICATION 
ADVERTISING IS THE QUICKEST 
WAY TO COVER VARIED MARKETS’ 


“We sell to many vertical markets,” relates A. F. Woods, 
General Sales Manager, Marlow Pumps Division, Bell 
and Gossett Company. “Advertising in the leading busi- 
ness publications enables us to introduce new products 
and re-emphasize sales points of established lines quickly 
and economically. Advertising has helped us open new 
markets, and multiply sales to assure continuing growth.” 


IF WHAT YOU MAKE OR SELL is bought by business 
or industry, you'll find that consistent advertising will 
help “‘mechanize”’ your selling. It will remind customers of 
your product advantages, introduce your developments 
to both new and old markets with minimum effort. More 
than a million key businessmen pay to read McGraw-Hill 
publications. By concentrating your advertising in the 
McGraw-Hill magazines serving your markets, you will 
give your salesmen more time to make specific proposals 
and close sales. 
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Two concepts 
of depreciation 
— both valid 


from the Clients’ Service Bulletin of The American Appraisal Company 


A recently published series of prob- ful life of 15 years may be retired in 
lems for C.P.A. examinations in- 10 or used for 20. Buildings 50 to 
cluded one about insurance. The 100 years old are still serving a use- 
solution involved a line of reasoning ful purpose. Only by chance will 
to which we must take exception. accounting depreciation agree with 


depreciation properly allowable for 


Faulty assumption ; 
insurance purposes. 


The problem was to create a sched- 


ule of expected recovery for a com- x * * 
pany with a 50% fire loss with co- 
insurance in effect. The insurable American Appraisal Service furnishes up- 


to-date, authoritative information about the 
existence, cost or current value of assets... 
had to be determined. It was indi- and the adequacy of depreciation provisions. 


cated that the cost of reproduction Conclusions are reached only after careful 
: “ee li _ consideration of all factual data. An Ameri- 
and estimated remaining lives ha can Appraisal report represents more than 


been established by an appraisal. In half a century of experience in the field of 

his solution the author assumed that valuation for purposes of insurance, account- 
: ‘ ape? ing, taxes, property control and corporate 

a straight line depreciation based financing. 

on estimated life would properly 


measure the depreciation for insur- The AMERICAN 


ance purposes. 


The insurance concept of depreci- APPRAISAL 


® 
ation, however, differs in many Company 
SINCE 1896...LARGEST...MOST WIDELY USED 


Home Office: Milwaukee 1, Wisconsin 
Atlanta Cincinnati Kansas City Philadelphia 


value of machinery and equipment 


ways from the accounting concept. 
Underwriters and adjusters recog- 


nize certain limitations on the de- Baltimore Cleveland Los Angeles Pittsburgh 
preciation applicable to insurable penned i. re _ ~ tg 
properties. Chicago Washington 
Subsidiary: Canadian Appraisal Company, Ltd. 
Inspection needed Montreal and Toronto 
Some buildings and equipment are ee 
serving their stated purposes, re- ren ee 
gardless of age. In such instances, | 525 E. Michigan St., Milwaukee 1, Wis. 
physical depreciation cannot be Without obligating me, send me your | 
allowed to progress beyond a cer- —————erree 
tain point. This is accomplished | 
through repairs and maintenance. ER nciananbnunensadnearaiens | 
Insurance depreciation, therefore, is es | 
not measured in yours but theough a os | 
careful inspection of the property 1 Position or Title ......scesecessceeseese 
items to estimate the per cent con- | Paes | 
dition and the actual depreciation steeeeecccecceccccccccceseseccs | 
sustained. , Qs re ee rn : 
Some machines with a normal use- Deel °° a 
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. . » When do you plan to 
retire? “The day | start to 


° 4 
a «a 
(STORY on page 126) 


tution on states’ rights, the company 
in its official statement of policy pro- 
vides that all functions not designated 
specifically as “corporate office func- 
tions” or powers not the specific re- 
sponsibility of the company officers, or 
not otherwise specifically limited, are 
the responsibility of the individual 
operating divisions. 

Obviously, this is real, managerial 
decentralization—something much more 
than mere physical dispersal of plants 
around the countrvside. McGraw has 
apparently found that the benefits of 
decentralized management—better plan- 
ning and control within each division 
and closer supervision of individual 
product, plant, and _personnel—out- 
weigh the costs in multiple record 
keeping, duplication in staffs and serv- 
ices, or possible competition among 
different divisions of the same company. 
e Down the Line—Summing up the 
workings of the setup he has fathered, 
McGraw says: “Each division president 
is responsible. His ingenuity, judgment, 
and ability are expected to produce 
profits. He is judged according to his 
showing. He hires and fires, determines 
salaries and wage rates within a general, 
acceptable pattern, and he has freedom 
within reasonable limits to establish 
his division’s organizational pattern.” 

This delegation of authority is sup- 
posed to continue on down the line 
within divisions. In McGraw’s opinion 
“the subordinate should be given an op- 
portunity to do the job in his own way 
with reasonable guidance to keep him in 
line with general policy.” If the sub- 
ordinate happens to be the divisional 
president’s choice as his successor, then 
McGraw wants to know that. ““When- 
ever he changes his opinion concerning 
an understudy, I want to know about it 
and why,” he adds. Division heads must 
expect the same from subordinates. 

For his own successor, McGraw is 
known to be thinking of Bersted as a 
logical candidate; Giesecke would move 
to executive vice-president. But Mce- 
Graw hasn’t begun to slow down, say 
his associates. It’s not unusual to see 
him in the office at 8 a.m., not to leave 
until late. To a questionnaire asking 
when he planned to retire, McGraw 
answered “‘the day I start to slip.” 
¢ Outdoor Type—If McGraw ever does 
retire, he won’t lack activity. An expert 
marksman and ardent fisherman, he has 
long had a special interest in wildlife 
conservation. Twenty years ago he set 
up a game preserve near Elgin. In 1941 
it became the Fin ’n Feather Club 
with a national membership including 
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For today’s automated plants: 


The dramatic space saving that is possible using a 
secondary insulation and outer armor of ZYTEL 
nylon resin on control cables is illustrated by this 
installation. The newer tray network (above) is made 
possible by the extreme abrasion resistance and 
smaller size of the cables protected with ZYTEL. 
They are shown connected to an older conduit 
system, which requires considerably more space. 





Control cables using Du Pont ZYTEL” 


nylon resins 


save installation time and space...lower costs 


Automation has intensified the need for 
improved signal and control cable. And 
the more complicated the system, the 
more dependent a plant is on safe, de- 
pendable wiring. 

Today, many companies are taking ad- 
vantage of the extras offered by Du Pont 
ZyTeL nylon resins, For example, as a 
.004” to .006” skin over primary insula- 
tion in control cable, ZyTEL impdfts ex- 
ceptional abrasion resistance. Wear from 
flexing at contact areas and failure due to 
rough handling at termination points are 
virtually eliminated by this skin of ZyTEL. 

And when extreme mechanical abuse 
or chemical attack is a problem, an armor 
of ZyTeL over the outer jacket of the 


cable insures reliable service under ad- 
verse conditions, 

Because of the exceptional properties 
imparted by ZyTEL, it is usually possible 
to reduce the thickness of the insulating 
and jacketing materials being used, For 
example, the use of a thin skin of ZYTEL 
over the primary insulation of Du Pont 
ALATHON™® polyethylene resin often al- 
lows a space saving of 20 to 35% over 
other constructions, 

And due to the low coefficient of fric- 
tion of ZyYTEL, the thin armor over the 
outer jacket allows the cables to be pulled 
more quickly or around more bends. Also, 
it often eliminates the need for expensive 
conduit. This makes it possible to use 


economical tray distribution systems. 

ZyTEL can help solve your automation 
problems with greater dependability at a 
savings to you. Consult your wire and 
cable supplier, or write: E. I. du Pont 
de Nemours & Co. (Inc.), Department 
D-1219, Rm. 2507Z, Nemours Building, 
Wilmington 98, Delaware. 
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Better Things for Better Living... through Chemistry 
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. .with customers, prospects, friends, or associates, when you wire 

them a CandyGram! Your CandyGram arrives, and right away people 

start feeling extra good about you and your company. Prove it to 

yourself. Wire a Christmas CandyGram to your customers and 
MERRY CHRISTMAS 


prospects. Order now. 
CandyGram- 
AND A PROSPER- 


the world’s sweetest message 
S 1960. . Ze om €6YOur personal telegram is actually the cover of a box of 
F hand-dipped luxury chocolates, delivered fresh from 
freezers in Western Union offices to any place in the U.S. 
2 Ibs., $5, 1 Ib., $2.95, plus cost of telegram. To order 1 or 
1,000 CandyGrams, just phone Western Union—and charge 
it. For quantity orders and discounts, call your local 


Western Union Manager. 
of Management 
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ADDRESS BOX NO. REPLIES TO: Boz. No. 
Classified Adv. Div. of this publication. 
Send to office nearest you. 
NEW YORK 86: P. 0. BOX 12 
CHICAGO 11: 520 N. Michigan Ave. 
SAN FRANCISCO 4: 68 Post 8t 
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To The Solution 








SPECIAL SERVICES 


Increase Your Prestige Through Authorship! 
Exciting, profitable things can happen to the 
man or company whose book is published un- 
der our plan. For free brochure, write Sy 
Weiss, Exposition Press, 386 ith Ave., 
N. Y. 16. 


Classified clipping furnished to employment 
agencies. Flat monthly fee! Davenport Clip- 
ping Service, Rt. #3, Box 219, Selma, Ala. 


BUSINESS OPPORTUNITIES 


French Company, excellent reputation and 
well established in industrial field is inter- 
ested in partnership with American company 
(preferably light machine tools or similar 
equipment) wishing to extend its activity to 
France to take advantage of European Com- 
mon Market opportunities. BO-3276, Busi- 
ness Week. 





UNMATCHED 


Advertisers have placed more pages 
of business and industrial advertis- 
ing in Business Week than in any 
competing magazine for 21 consecu- 
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tive years. 

















138 Management 





many electric Companies. Now, 1n addi- 
tion to business and other interests, he 
is president of the North American 
Wildlife Foundation. Sometimes he 
findy2-happy combination possible, as 
when, on the eve of a recent trip to 
Missouri, he explained that he was go- 
ing to inspect the plants there, “and 
maybe get a little hunting.” 

McGraw’s hunting is ordinarily lim- 
ited to sport, however. The company 
claims it has never raided and never 
bought into a company behind its man- 
agement’s back. On the other hand, 
it has dropped some deals because 
raiders were involved on the other end. 
Usually McGraw-Edison acquisitions 
“just happen.” Wide acquaintance 
throughout the industry usually brings 
word to McGraw of any company that’s 
susceptible to purchase. 
¢ Edison Says Yes—But an exception 
was made to this rule when McGraw 
wrote Charles Edison proposing that 
they get together. They did so at the 
Broadmoor Hotel in Colorado Springs 
and reached agreement in a few davs. 
Edison already had explored a few pos- 
sibilities; the company had_ needed 
monev, but he wanted the Edison name 
kept alive. He had figured price, and 
when McGraw hit it on the button, 
only stockholder approval was required. 
Consolidation was effected Jan. 2, 1957. 

McGraw-Edison says it’s now in com- 
petition with General Electric and 
Westinghouse in more lines than with 
any other company. It is another com- 
pany they think of, however, when it 
comes to organization and management 
Asked to name one company most like 
his in its organizational philosophy, 
Max McGraw cites the Borg-Warner 
Corp., a company that, on the surface, 
doesn’t seem comparable 
¢ Similar Decentralization—It emplovs 
twice as many people and its sales last 
vear were more than double McGraw- 
Edison’s. But Borg-Warner, with 21 
divisions, 17 subdivisions, and two afhli- 
ates, is similarly decentralized. 

Both concerns have divisional heads 
who are presidents in fact, with central 
control mainly limited to finance. Borg- 
Warner divisions, however, report to 
group vice-presidents at headquarters, 
and it brings its top divisional execu- 
tives together some six times a vear. It 
has a headquarters force of about 125, 
bigger than McGraw-Edison’s. 

Borg-Warner’s “management in 
depth” intends that “top-level execu- 
tives both in the parent corporation and 
in the divisions and subsidiaries build 
behind them men capable of succeeding 
them.” The opportunity for this kind 
of management development is a virtue 
often claimed for decentralization. 
However, at McGraw-Fdison the proof 
mav not be fully in until McGraw re- 
tires. Then, the benefits argued for de- 
centralization may face a new test. END 
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THE TREND 








The Tax That Blocks Investment 


The House Ways & Means Committee is currently 
taking a fresh look at our crazy quilt tax structure 
prior to recommending new legislation. A thorough 
reform of our tax system, one that would eliminate 
the many inequities and complexities that politics 
have dictated, is so long overdue that only those who 
believe in fairy tales can conceive of it coming to 
pass. Indeed, past attempts at reform have usually 
ended up by adding to the burdens plaguing the 
taxpayer. 

This does not mean that the committee’s effort 
should be abandoned. Reform of our tax laws has 
never been more essential, and we trust that Con- 
gress will go ahead with the job. 

One special area that should be tackled is capital 
gains. In theory, capital and gains from capital are 
not the same things as income, and in many other 
civilized nations, such as Canada and Great Britain, 
capital gains are wholly exempt from taxation for 
this very reason. In the U.S., however, capital gains 
have been taxed, although at a different rate from 
income, since 1921. 

Today, our capital gains provisions constitute a 
separate maze piled on top of our jerry-built income 
tax structure. 

Congress is unlikely to accept the British view and 
abolish capital gain levies altogether. This form of 
taxation is too firmly established for such a move. 
Yet a simplification and reduction in capital gains 
provisions is in everybody’s interest. 

A gradual reduction in the rates—perhaps spread 
over a period of several years—would serve to thaw 
out securities now frozen in portfolios because of the 
high taxes prevailing on gains. By inhibiting sales, 
the present law not only limits investments in new 
business; it also limits the amount of revenues avail- 
able to the Treasury. 

A simplification in the law is similarly needed. 
The arbitrary difference between short-term and 
long-term gains has distorted our financial markets 
to a considerable degree, because it makes the 
influence of taxes a major factor in investment 
decisions. The tax law does not recognize the major 
distinction between the short-term speculator and 
the speculator who holds only long enough to estab- 
lish a long term gain on the one hand, and the bona- 
fide investor who buys for the long pull on the other. 
A graduated tax, giving the most relief to those who 
have the longest term holdings, would be much fairer 
than the present arrangement. 

More equitable treatment should also be accorded 
to different types of capital. For instance, under 
present law, a man who sells a house pays no tax if 
the procéeds are reinvested in another house, but a 
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man selling stock must pay the tax whether or not he 
reinvests his capital. The special treatment given 
to the householders should be afforded other in- 
vestors. This would almost certainly provide a 
higher level of over-all investment. 

At the same time, the loopholes in the capital gains 
structure should be closed up. In this respect, the 
best course to follow is to differentiate clearly be- 
tween capital gains and income. If this is done, then 
the sources of income now benefiting from capital 
gains treatment would be taxed at a higher rate, 
which would go a long way toward producing enough 
new revenue to make up for any reduction in the 
capital gains rate. 

There are, of course, many urgent reforms that 
Congress should consider in our income tax struc- 
ture. But it could make a real contribution by first 
reforming our capital gains tax. For what we need 
today is more capital investment—and the best 
means of encouraging it is by reform of the tax laws. 


The Lovely American 


There have been many occasions since World 
War II when the U.S. has found its mantle of world 
leadership far from a comfortable one to wear. Fre- 
quently, our efforts to maintain peace and promote 
economic development have brought us little but 
criticism from our allies and friends abroad. Even 
at home, there have been brooding doubts about the 
integrity of some of our overseas activities. Witness 
the recent book, The Ugly American. 

Now, as a result of Pres. Eisenhower’s world tour, 
this country has happily rediscovered the extent of 
the “reservoir of goodwill”—to use a phrase of 
Wendell Willkie’s—that exists for the U.S. around 
the world. Everywhere he went in Asia, and espe- 
cially in India, Eisenhower met with a massive wave 
of trust and affection. Though the President himself 
deserves much of the credit for this success, perhaps 
largely because he personally has never doubted the 
sincerity of our national purpose, the American 
people as a whole justifiably can take pride in the 
warmth of his welcome. 

It may be that in Paris this weekend Eisenhower 
will face the most challenging moment of his 
strenuous trip. It is then that he must deal with a 
number of serious differences now dividing the 
Atlantic alliance. But the U.S. position as the leader 
of NATO undoubtedly will be strengthened by his 
epoch-making tour through Asia. And when the 
President returns home, we feel sure, this country 
itself will show a new respect for the quality of his 
international leadership. 
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.is given America’s fast-growing chemical industry 
by the skills and knowledge of design and construction 
specialists. United Engineers has long served the leading 
companies of this giant industry on projects of widest 
scope and variety. Each one presented its special and 
involved technical problems. And — characteristic of 
UE&C services—each was successfully completed, on 
time and within the budget. Our growing list of new 
clients, plus the many new assignments from those 
previously served, is proof of the confidence placed 
in us. For your next project—power plant, processing 
plant, steel mill, industrial or utility installation—call on 
our background of 75 years’ experience as designers, 
construction engineers and engineering consultants. 


UNTITED ENGINEERS 


& Constructors Inc e U.E.&C. (Canada) Ltd. © New York 


PHILADELPHIA Chicago 
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Burroughs Accounting Machines 
save 45% annually for the 


In 1868: a liniment, sold locally. To- set a fast, efficient pace in the proc- an important benefit to using 
day: an internationally marketed line essing of accounting data for our U. S. Burroughs equipment.’ 

of vitamins, medicines, toiletries, spices and Canadian Branches, as well as 
ind extracts, household aids and in- for our headquarters operation,” com- 
secticides. That’s the story of the J. R. ments Mr. E. L. King, Jr., President. 
Watkins Company, “t! ¢ shopping serv- 
ice that comes to your home”. . . the 
shopping service that relies on four 
Burroughs Sensimatic Accounting Ma- 
chines for its vital accounting records. 


You name the problem. There is a 
Burroughs machine to fit your needs 
from accounting machines to the most 
“This speed and efficiency saves us advanced electronic computer systems 
about 45% annually on our invest- For full details or a demonstration 
ment in such important applications without obligation, simply call our 
as payroll, government reports, ac- nearby branch office. Or, write to 
counts payable, and financial reports Burroughs ¢ orporation, Burroughs 
“Our Burroughs Accounting Machines We also consider Burroughs service Division, Detroit 32, Michigan 


Bu I nd Sensimatic—TM's 


Burroughs Corporation 


“NEW DIMENSIONS / in electronics and data processing systems” 
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